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Suggestions for Contributors 


The interests of the Academy of Management are reflected in its division struc- 
ture: The Academy of Management Journal publishes articles in the fields of busi- 
ness policy and planning, international management, managerial consultation, man- 
agement education and development, management history, personnel-human re- 
source management, organizational behavior, organization and management 
theory, organization development, production-operations management, social 
issues in management, organizational communication, health care administration, 
public sector management, careers, and women in management. 

The Journal publishes original research of an empirical nature either in the form 
of articles or research notes. Papers are considered with the understanding that 
they have not been published and are not under consideration elsewhere. Research 
that serves to test theoretically based propositions or hypotheses derived from prac- 
tice are of particular interest. Exploratory research and survey research findings 
also are of interest if they contribute significantly to the advancement of knowledge 
in management. The Journal does not publish purely conceptual or review articles; 
these are published in the Academy of Management Review. 

Articles should be written in as concise a form as possible without sacrificing 
clarity of presentation. For brevity, tables should be combined or presented in 
the text wherever possible. A Style Guide for Authors is available from the editor. 
Contributors should submit three copies of papers, retaining the original for their 
files. The Journal will not return manuscripts unless requested to do so. 

Submissions published as Research Notes contain brief descriptions of original 
research and should not exceed ten double-spaced typewritten pages: including 
tables. Replications, survey reports, instrumentation research, and studies that fail 
to obtain significant results that might have been expected are particularly appro- 
priate as Research Notes. 

Decisions regarding publication are based upon the recommendations of the Edi- 
torial Review Board. All articles and research notes published in the Journal are 
subjected to the same anonymous review process. Review comments concerning 
rejected manuscripts are made available to authors. 





Effective July 15,1984, all new manuscript submissions should be sent 
to the Associate Edltor (and Editor as of January 1, 1985) at the follow- 
ing address: 







Janice M. Beyer 
Academy» Management Joumal 
Department of Organization and Human Resources 
School of Management - 
Jacobs Management Center 
State University of New York at Buffalo 
Buffalo, NY 14260 


Through December 31, 1984, the revisions of manuscripts originally sub- 
mitted prior to July 15, 1984, should be sent to the current Editor— 
Thomas A. Mahoney. Effective January 1, 1985, all revisions should be 
sent to the new Editor—Janice M. Beyer—at the above address. 
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Techn ology, Structure, 
~ and Workgroup Effectiveness: 
A Test of a Contingency Model’ 


Ba © Lous w. FRY 
University of Washington 

" JOHN W. SLOCUM, JR. 
Southern Methodist University 


The effectiveness of workgroups should be affected by 
decisions ori technology and structure. Three dimensions 

: of technology, three of structure, and two measures of 
workgroup effectiveness were used to test a contingency 
model. Results revealed little.support for hypothesized 
relationships. Several unanticipated significant main and 
— effects of technology on effectiveness were 

ound 


Research on technology and its impact on structure and effectiveness 
" seems to have generated more controversy than agreement (Daft & Mac- © 
Intosh, 1981; Fry, 1982; Gerwin, 1981; Withey, Daft, & Cooper, 1983). 
The literature is replete with studies showing clear relationships between 
technology and various components of structure, and others showing weak 
associations between these variables (Mills & Moberg, 1982). As a meta- 
construct, technology has been defined as the organizational process of 
transforming inputs to outputs. Structüre, also a metaconstruct, is defined 
as the pattern of events in social systems. Both of these are broad categories. 
Within these categories have been numerous conceptualizations and opera- 
tionalizations that have made it difficult to compare results across studies 
(Comstock & Scott, 1977). 

In Fry's (1982) survey of 37 technology-structure studies, technology. was 
found to have been defined at least’ five different ways: 

l. Technical complexity. (Woodward, 1965) ` 

' 2. Operations technology and P petatons "EHE (Hickson, Pugh, & 

Pheysey, 1969). . 


!Support for the second author was provided by a Research and Develo pnient Grant, Edwin L. 
Cox School of Business, Southern Methodist University. Portions of this paper were presented at the 
American Institute for Decision Sciences, San Francisco, 1982, and a.doctoral colloquium given at 
the University of North Carolina in 1982 by the second author. The authors would like to acknowl- 
edge the helpful comments of Richard Daft, Robert Dewar, Claudia Schoonhoven, and an anonymous 
reviewer on earlier drafts of this manuscript. 
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3. Interdependence (Hrebiniak, 1974) ! E d f 
4. Routine-nonroütine (Perrow, 1967, 1970) “22 m 
5. Manageability of raw materials (Mohr, 1971). 


~ ye 
ions 


Still another problem is that technology can be distinguished àt three dif. pr 
ferent levels: individual, work unit, and the larger organization. It is likely. LE 


that characteristics of technology at one level may not be reflected in the 
organization’ s technology at the next level. Similarly, many.different struc- 
tural factors have beén examined, and even when similar variables have 
been used, they are seldom operationalized to facilitate comparability. 

The purpose of this research is to test a contingency prediction of work- 
group effectiveness. Understanding how technology and structure impact 
the effectiveness of a workgroup presents several problems. There is the 
problem of who should respond, and how to aggregate individual level data 
. .to represent workgroup | characteristics (James, 1982; Lincoln & Zeitz, 1980; 
Roberts, Hulin, & ‘Rousseau, 1978; Van de Ven & Ferry, 1980). Even a 
more salient issue is the type(s) of technological variable(s) that should af- 
fect structural properties and effectiveness of a workgroup. 

The association between contingency variables and performance has been 
reviewed by Dewar and Werbel (1979), Dalton, Todor, Spendolini, Field- 
ing, and Porter (1980), and Argote (1982). The problems addressed by these 
researchers indicate that: (1) many of the studies have not used performance 
. asa variable; (2) the studies do not conclusively indicate that variation in 
'. designs have serious consequences for performance and satisfaction levels; 
. and (3) few researchers use similar constructs for structure and technology 
that permit generalizations across studies. 

. In this paper the workgroup technology and structure literatures are re- 
viewed, and four specific hypotheses are derived from this literature to test 
o8 contingency. model of effectiveness. - os 


Review of Workgroup Level Studies | 


A workgroup is defined as the smallest formal grouping of personnel 
within an organization. It represents a relatively permanent arrangement 
of people and equipment. There have been few empirical investigations of 
structure and technology at the workgroup level. Extensive reviews by Ger- 
win (1981) and Fry (1982) discovered only 10 studies. To date, only Schoon- 

hoven's (1981) and Argote's (1982) studies have tested contingency theory, 
measuring performance, at the workgroup level. The other studies provide 
only indirect tests of a contingency theory because they failed tó measure 
performance directly. However, these studies provide rich conceptual i in- 
sights concerning the problems confronting the field, and the salient facets 
of these undertakings are summarized here. .- 

Bell (1967), using task variety to measure technology and supervisor's 
“span of control for structure, found a negative relationship between these 
variables. As task variety increased, the supervisor’s span of control de- 
creased. ae and: Klein (1973) differentiated between unit and . 
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n eimig to examine the “technological imperative.’ " Using 
.Perrow's (1967) paradigm, they dichotomized their sample into unit task 
technology (individual) and modal technology (workgroup level) to.inves- 
-, tigate how technology is related to the authority structure of management 
personnel; They found little relationship between technology and structure 
at the workgroup level: Technology at both levels was highly related to the 
authority structure when decisions had' to do with the.task itself. - 
Hrebiniak.(1974), using three measures of technology—task predictability, 
task interdependence, and task manageability—and five measures of group 
structure—-job autonomy, participation, closeness of supervision, rule usage, 
and unity of control—found that when the effects of supervision were con- 
- trolled for, technology related to workgroup structure. Specifically, task 
manageability, conceptually similar to Perrow’s (1967) concept of task vari- 
ability, was negatively related to job autonomy, participation, and unity 
. of. control. Hrebiniak (1974) concludes that-on the elimination of super- 
. visory effects, technology may affect group structure to support the tech- 
| nn imperative, but the support is weak. .-. 
. Van de Ven and Delbecq (1974) collected data on 120 workgroups. within 
-a large government employment-security agency: A taxonomy of modes 
. of control and technology was;proposed. These researchers proposed two 
- :dimensions of technology—task difficulty and task variability—and three 
.. Stpüetural modes-of control—systematized, discretionary, and-developmen- 
ital J They concluded that the design of workgroup structures was affected 
by task difficulty and task variability. In another study of 197 workgroups 
in the same agency, Van de Ven, Delbecq, and Koenig (1976) found that 
. perceived task uncertainty and workflow interdependence were associated 
. with different modes of coordination. As task uncertainty increased, mutual 
work adjustments through horizontal communications channels and ; group 
meetings increased. An increased use of coordination mechanisms also was 
observed when task workflow interdependence increased. 
Comstóck and Scott (1977), using a sample of 142 patient care wards 


/. ^4 from 16 acute-care hospitals, tested the proposition that technological pre- 


= dictability affects structure. Task and workflow predictability were found 
to impact differentially on structure. Workflow predictability was associated 
with increased centralization of routine decisions and the setting of stan- 
dards at the workgroup level. More. predictable workflows increased bu- 
. reaucratization and centralization of decision making by the organization. 
. Task predictability was negatively associated with centralization and staff 
. differentiation. Unpredictable tasks reduced. staff differentiation, but raised - 
Staff qualifications. - 
` -Kmetz (1977/1978), using a sample of 74 managers from various depart- 
"ments, attempted to replicate the Aston group's finding (Inkson,. Pugh, 
& Hickson, 1970). Kmetz defined technology as. knowledge" that a per- . 
_ son brings to the transformation process, and he restricted his structure 
. measures to those of departmental autonomy. and formalization. He found 
no relationships bétween [ectinatoty s and structure, even wie controlling 
-~ for size. ; 
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Finally, Dewar and Werbel (1979) tested universalistic (there is one best 
way to organize) and contingency propositions on 52 departments from 
13 consumer organizations. Conflict and satisfaction were the dependent 
measures. They found support for both theoretical positions. A major con- 
tingency finding was that when mechanistic controls were used too frequently 
for the level of technological routineness, satisfaction declined. Frequent 
use of rules:and regulations when work is routine led to a decline in satis- 
faction. A universalistic finding was that formalization (specifying mem- 
bers’ activities with rules and regulations) decreased satisfaction. Similar- 
ly, the enforcement of rules and regulations was associated with higher levels 
of conflict regardless of the routineness of the task. 

Two studies have included an effectiveness measure to test a contingency 
model at the workgroup level. Schoonhoven (1981), in a study of 17 hospital 
operating rooms, found traditional versions of contingency theory to under- 
represent the complexity of relations among technological uncertainty, struc- 
ture, and effectiveness. She found symmetrical and nonmonotonic interac- 
tions among technology, structure, and effectiveness. In conditions of high 
uncertainty, decentralization had a negative effect on severe morbidity, thus 
increasing effectiveness. When uncertainty was low, increased decentral- 
ization and destandardization resulted in lower effectiveness. She also found 
that increasing the level of professionalism had ‘an undesirable influence 
on effectiveness in those units faced with low amounts of workflow uncer- 
tainty. The latter finding supports that of Comstock and Scott (1977). 

In a study of 30 emergency units located in hospitals, Argote (1982) found 
that programmed (rules, regulations, scheduled meetings) means of coor- 
dination made a greater contribution to organizational effectiveness under 
conditions of low input uncertainty than high input uncertainty. Conversely, 
nonprogrammed (general policies, mutual adjustment) means of coordi- 
nation made a greater contribution to effectiveness when uncertainty was 
high than when it was low. The use of a particular mode of coordination 
can increase or decrease the effectiveness of the workgroup, depending on 
the degree of uncertainty encountered by nurses attending to patients. — 


Workgroup Technology and Structure Defined 


Reviews of the literature (Fry, 1982; Gerwin, 1981; Slocum & Sims, 1980; 
Withey et al., 1983) reveal a diversity of approaches to the measurement 
of technology. Perrow (1967, 1970) defined technology as the actions used 
to transform inputs into outputs. He identified two independent dimen- 
sions (few-many exceptions, analyzable-unanalyzable search) along which 
these transformation processes could be described. These dimensions rep- 
resent technological uncertainty for several of the previously cited studies. 
Some of the previous studies collapsed these two dimensions into a routine- 
nonroutine continuum (Hrebiniak, 1974; Lynch, 1974; Van de Ven et al., 
1976). This continuum, however, assumes a positive association between 
the number of exceptions and search behavior dimensions. The former is 
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the number of unexpected or novel events that occur in the transforma- 
tion process. -Workgroups with few exceptions experience considerable cer- 

. tainty about the occurrence of task related activities; many exceptions mean 

.that participants typically cannot predict problems or activities in advance. 
Search behavior is concerned with the analyzability of an exception once 
it is encountered. Objective or computational procedures usually are fol- 
lowed to resolve analyzable exceptions. For. unanalyzable exceptions, few 
objective or coniputational procedures are available. Individuals may have 
to spend time thinking about what to do and initiate search for viable solu- 
tions. According to Daft and MacIntosh, ‘‘Uncertainty arises from diffi- 
culty in seeing into the task and in analyzing it in terms of alternative courses 
of action, costs, benefits, and outcomes”? (1981, p. 209). 

' ' A third'dimension that has been used to measure workgroup technology 
is interdependence. Technological interdependence occurs when performance 
of one or more discrete operations has consequences for the completion 
of others. Although its implications are not yet fully understood,-the con- 
cept of interdependence is a fundamental unifying principle in designing 
organizations (McCann & Galbraith, 1981; Thompson,. 1967). Different 
types of interdependerice create. different structures and modes of control 

“systems between workers and managers (Slocum & PODS; 1980; pool 

Son, 1967; Van de Ven & Ferry, 1980). 
> Taken together, workgroup technology can be conceptualized as Raving 
three dimensions: 

1. Number of exceptions: The degree to which stimuli ; are bercaived as 
familiar or unfamiliar (few versus many exceptions) by the members 
of the workgroup. . 
2. Search behavior. The nature of the search that is undertaken b indi- 
viduals when exceptions occur (analyzable versus unanalyzable). 
3. Interdependence. The degree to which individuals:are soe acca on 
. and support others in task accomplishment. 
Combining Perrow’s (1967) technology and Thompson’s (1967) interde- 
pendence dimensions, work unit technology can be defined in terms of the 

_extent to which individuals in a workgroup are dependent on the support 
of others in performing actions requiring search behavior in response to 
exceptions. encountered during the transformation of inputs to outputs. 

In recent years, a large number of dimensions have appeared in the lit- 
erature to tap the structure of an organization. From reviews of this litera- 
ture (Ford & Slocum, 1977; Gerwin, 1981; Walton, 1981) three dimensions 
have been chosen that provide:the opportunity to test the current formula- 

tion: centralization, formalization, and complexity. - 
1. Centralization: the distribution of authority within the organization. 
Its main feature is the determination of who has the riglit to make 
- decisions. Two important aspects of centralization are hierarchy of 
authority and the degree of participation in the eos making 

. process. 
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2. Formalization: the degree of job codification and rule observation 
(Hage & Aiken, 1969). It is an organizational device for prescribing 
how, when, and by whom tasks are to be performed (Hall, 1977). There 
are two elements of formalization. One is the existence of rules and 
procedures, and the second is the organization’s exercise of control 
to enforce these rules and procedures. 

3. Specialization: the degree of person specialization (number of occu- 
pational specialities) within the organization (Dewar & Hage, 1978). 


Hypotheses 


Based on Schoonhoven (1981) and Argote (1982), it appears that as tech- 
nology becomes more uncertain, effective work units become more spe- 
cialized. Managers design systems that foster decentralization and less for- 
malized procedures. Schoonhoven (1981) has recently criticized contingency 
theory in general and technology structure research in particular on five 
grounds. She asserts that there has been a lack of clarity because of the 
ambiguous character of the hypotheses that have been tested. This criticism 
is addressed in this section by hypotheses that specify expected workgroup 
level relationships among technology, structure, and effectiveness. These 
expectations are based on the review of the contingency literature and „prior 
. workgroup studies. Because contingency hypotheses in this area have’ yet 
to be adequately supported or refuted, they represent a logical theoretical 
foundation on which to base this study. 

Schoonhoven’s (1981) other four criticisms address the nature of con- 
tingency relations versus interactions, the nature of the analytic mode! used, 
and assumptions about contingency relations. In the present study, inter- 
pretation of her criticisms is illustrated in Figure 1. Effective workgroups 
are hypothesized to have structural characteristics appropriate to their level 
of technological uncertainty (i.e., mechanistic structure-certain technology; 
organic structure-uncertain technology). Less effective units are hypothe- 
sized to have a ‘‘mismatch’’ between technology and structure (i.e., organic 
structure-certain technology; mechanistic structure-uncertain technology). 


- Figure 1 
Example of Interaction of Technology and 
Structure on Workgroup Effectiveness 


High. Organic Structure 
Effectiveness 
Low Mechanistic. Structure 





Certain | Uncertain 
Technology 
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Hypothesis 1: Technology, Specialization, and Effectiveness. Galbraith 
(1977) assumed that the structural arrangement adopted by the organiza- 
tion was a function of the task uncertainty it faced. Alternative structural 
arrangements varied in their ability to process information and, as a con- 
sequence, effectiveness varied with these designs. When task uncertainty 
was high, organizations relied on a greater number of specialists to handle 
the uncertainty and reduce the information processing requiréments of man- 
agers (Dewar & Hage, 1978). Because of the increased difficulty of antici- 
pating and specifying appropriate responses, the use of specialization in- 
creases. Galbraith implicitly assumed that when managers were not over- 
loaded with information, they would perform more effectively. When task 
uncertainty is low and managers adopt specialized structures, there is in- 
congruence between structure, technology, and effectiveness because the 
organization does not require an elaborate number of specialists to cope 
with the low uncertainty. The organization can develop an elaborate reper- 
toire of prespecified responses for the individual to make decisions. Ac- 
cording to Schoonhoven (1981) and Argote (1982), an individual can rely 
on the information processed by others to develop an appropriate response 
and implement this decision. 

According to Mowday, Steers, and Porter (1979), commitment and per- 
formance positively covary. Therefore, it 1s argued that combinations of 
congruent and incongruent structure and technological configurations have 
similar effects on performance and commitment. 

Hypothesis 1: The number of exceptions, search behavior, and in- 
terdependence will independently interact with specialization to influ- 
ence performance and commitment. 

Hypothesis 1a: When number of exceptions, search behavior, and . 
interdependence are high, increases in specialization will positively in- 
fluence performance and commitment. 

Hypothesis 1b: When number of exceptions, search behavior, and 
interdependence are low, increases in specialization will negatively in- 
fluence performance and commitment. 

Hypothesis 2: Technology, Formalization, and Effectiveness. When i un- 
certainty is low, tasks are predictable and task-related rules and procedures 
can be utilized to guide task execution. As uncertainty increases, however, 
there are more situations in which reliance on standardized procedures is 
inappropriate and, therefore, less effective. As uncertainty increases, use 
of formalized rules and procedures becomes dysfunctional for organiza- 
tional effectiveness (Argote, 1982; Campbell, 1977; Schoonhoven, 1981). 
For example, Argote (1982) reported that programmed means of coordina- 
tion made a greater contribution to effectiveness when input uncertainty 
was low than when it was high. Under conditions of high uncertainty, the 
organization usually only specifies outcomes because it cannot efficiently 
specify activities in advance. Although the organization could attempt to 
use formalized rules and regulations as a means of reducing the uncertainty, 
the difficulty of specifying these is likely to be too costly and less effective 
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than permitting individuals to use their expertise and make decisions on 
the spot. Hypotheses for formalization are: 

Hypothesis 2: Number of exceptions, search behavior, and interde- 
pendence will independently interact with formalization to influence 
performance and commitment. 

Hypothesis 2a: When number of exceptions, search behavior, and 
interdependence are high, increases in formalization will negatively in- 
fluence performance and commitment. 

Hypothesis 2b: When number of exceptions, search behavior, and 
interdependence are low, increases in formalization will positively in- 
fluence performance and commitment. 

Hypothesis 3: Technology, Span of Control, and Effectiveness. Central- 
ization of decision making at the workgroup level is expected to be asso- 
ciated with greater technological certainty. Centralization is possible because 
information processing requirements do not overburden the hierarchy with 
exceptional cases. However, as uncertainty increases, the volume of infor- 
mation required at the point of task execution increases. The span of con- 
trol must then be reduced so that the number of sources of information 
and exceptions is brought down to a level that the subunit manager has 
the capacity to process. One of the most replicated findings in organiza- 
tional theory is that the span of control of the first-line manager décreases 
with increases in task complexity and uncertainty (Galbraith, 1977). Hy- 
potheses are: 

Hypothesis 3: Number of exceptions, search behavior, and interde- 
pendence will independently interact with span of control to influence 
performance and commitment. 

Hypothesis 3a: When number of exceptions, search behavior, and 
interdependence are high, increases in span of control wi negatively 
influence performance and commitment. 

Hypothesis 3b: When number of exceptions, search Behuvibr, and 
interdependence are low, increases in span of control will positively 
influence performance and commitment. 

Hypothesis 4: Technology, Participation, and Effectiveness. Bffective 
workgroups that have to deal with numerous exceptions, engage in exten- 
sive search behavior to discover solutions to problems, and whose team 
members are highly interdependent should be structured differently from 
less effective workgroups with similar problems. These groups should ac- 
tively participate in the gathering of salient data and the implementation 
of decisions. The more certain the transformation process, the less likely 
are people to participate in decision making. If work is routine, most deci- 
sions are routine. Participants will be more committed if their time is not 
wasted by involvement in decisions with obvious solutions (Strauss, 1982). 
Decentralization of decisions would appear applicable when information 
must be processed by personnel directly in the transformation process. These 
personnel would participate in the decisions that affect how they perform 
their tasks. It would be expected that when workers make decisions about 
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their jobs, they are exercising discretion over work activities and the means 

used to accomplish these activities. Because one antecedent of commitment 

- is employee participation (Mowday et al., 1979), as task uncertainty in- 

creases, participation would be expected to lead to higher levels of com- 

mitment and performance. | 

. Hypothesis 4: Number of exceptions, search behaviors, and inter- 
dependence will independently interact with participation to influence 
performance and commitment. 

Hypothesis 4a: When number of exceptions, search behavior, and 
interdependence are high, increases in participation will positively in- 
fluence performance and commitment. 

Hypothesis 4b: Wher number of exceptions, search behavior, and 
interdependence are low, increases in participation will negatively in- 
Jluence performance and commitment. 


Measures and Analysis 


The —€— was Seneca in 61 lower to middle level SOLES DOS ofa 
large, midwestern metropolitan police department. Of 1,295 potential re- 
spondents, 785 police officers and,support personnel from all levels of the 
organization voluntarily participated. Data were gathered through ques- 
tionnaires, study of organizational charts, manuals and other pertinent doc- 
uments, and interviews with key command personnel. The majority of in- 
dividuals who did not participate were unable to leave or be relieved from 
duty at the time their workgroup was assigned to fill out the questionnaire. : 
Of the 785 original questionnaires, 462 were used in this study. The un- 
used questionnaires included respondents who failed to identify their work- 
group, failed to respond to one or more of the measures, or were not mem- 
bers of the 61 workgroups included for investigation. Of the respondents, 
‘90 percent were male; 33 percent were under 30 years old, 9 percent were 
over 50; 10 percent had less than 3 years tenure in the organization, 53 per- 
cent had been on the force between 3 and 10 years; 55 percent had a high 
‘ school education,.32 percent some college, and 7. percent held a bachelor’s 
‘degree. The organization worked three watches or shifts. Of the respon- 
dents, 47 percent worked the first, 28 percent the second, and 25 percent 
the third. Approximately two weeks after administration; an anonymous 
mail survey was conducted of all supervisory personnel to gather perfor- 
mance data on subunits they worked closely with. For this, 183 question- 
naires were mailed. Of Mises 136 (74.3 percent) were returned in usable 
- condition. 

Of the 61 subunits; 32 were precincts consisting entirely of police patrol 
. Officers. Each precinct had responsibility for patrolling a geographical area. 

The other subunits performed support and other police functions (e.g., jail 
bureau, vice, narcotics) that are common to most metropolitan police Or- 
ganizations. 
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Technology. No single widely used measurement scale for workgroup 
technology has yet evolved (Daft & MacIntosh, 1981; Ford & Slocum, 1977; 
Stanfield, 1976). Initial efforts were directed toward developing scale items 
to operationalize the three technology dimensions. Some of these items were 
developed by the researchers, and others were adapted from scales used 
by other researchers (Ford, 1975; Hrebiniak, 1974; Lynch, 1974; Mohr, 
1971; Van de Ven & Delbeca, 1974). A complete description of the factor 
analysis procedures to establish the construct validity of the measures is 
given in Fry and Slocum (1981). Sample items from the interdependence 
scale (a= .66) are: 

—-Mine is a one person job; there is little necessity for working with others 

(reflected item). 

—VWorking with others as part of a team is a requirement of my job. 

Sample exceptions (œ= .80) items are: 

—-There is variety in my work. . 

—MNothing new happens to me on my job in that I do the same tasks 

every day (reflected item). 

Sample search behavior (a = .64).items are: 

— When I have to search for the answer to a problem, I can easily find 

the solution (reflected item). 

—In my job I can easily find answers to questions I might have (reflected 

item). 

Structure. An objective measure of workgroup specialization was used 
that takes into account both the absolute number of occupational specialities 
performed in the group as well as how they are dispersed. Adopted from 
Samuel and Mannheim (1970) by Ford (1975, 1979), this measure counts 
the number of occupational specialities within the workgroup and also de- 
termines the extent to which individuals are evenly distributed among them. 
Workgroups are considered highly specialized if they contain many evenly 
dispersed functions. Dewar and Hage (1978) have noted that both person 
specialization, which focuses on different kinds of specialized knowledge, 
and task specialization, which refers to the degree to which a task can be 
differentiated into parts, can be represented by job title. In this organiza- 
tion, job titles represent occupational specialty (e.g., patrolmen, vice squad, 
homicide detective). Each job title has its own body of knowledge that must 
be learned by the person to be an effective member of the workgroup. There- 
fore, person specialization is being measured in this study. : 

A measure of hierarchy of authority or span of control was used—the 
Samuel and Mannheim (1970) hierarchy of control index (the inverse of 
number of subordinates for a supervisor). Ford (1975) notes that the scale 
is similar to the Pugh, Hickson, and Turner (1968) configuration scale that 
measures-span of control with high scores representing tall structures and 
low scores representing flat structures. 

The perceptual measures of participation (alpha equals .65) and formaliza- 
tion (alpha equals .70) were developed by Ford (1975). 
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Performance. Interviews and organizational documents established that 
the sample organization possessed extensive paramilitary and rigid bureau- 
cratic features characteristic of most police organizations (Fry & Berkes, 
1983; Jermier & Berkes, 1979; Van Maanen, 1975). There were many rules, 
regulations, and standard operating procedures. Extensive socialization and 
training of police officers to develop the necessary service ideology was em- 
.ployed. A centralized dispatching and radio communications center was 
used by the organization to ensure almost constant contact with police of- 
ficers in the field. | 

‘Lefkowitz (1977), Lee, Malone, and Greco: (1981), and Jobson and 
. Schneck (1982) in their reviews of police studies found no measures of police 
performance to be reliable or valid across groups. Because of the lack of 
specific performance measures, the 8-item. effectiveness measure developed 
by Mott (1972) for small government agencies was used. The factor analysis 
reported by Mott (1972) revealed three factors: a productivity dimension, 
flexibility and symbolic adaptability, and behavioral adaptability. — 

These scales had not been used to examine effectiveness of police sub- 
units. The factor structure reported by Mott (1972) was empirically inves- 
| tigated. The effectiveness measure was mailed anonymously to all super- 
visors. Supervisors were asked to rate the performance of three subunits 
with. which they interacted most frequently and were ina position to have 
Observed the units’ performance. Obtained were 241 usable multiple ratings 
of 35 subunits. A one-way ANOVA revealed significant interrater agree-- 
ment on ratings (F— 3.11, p « .001). Supervisor effectiveness ratings of these 
work units weré factor analyzed. For this sample, only one factor was ex- 
tracted (eigenvalue = 6.12; percent of explained variance = 76.5). The re- 
spondents were not able to distinguish production, adaptation, and flex- 
ibility as indeperident dimensions of police performance. Therefore, this 
study treated effectiveness as a unidimensional construct by summing the 
eight items to arrive at an overall workgroup effectiveness score (a = .96). 
A similar procedure had been followed by Fulk and Wendler (1982), who 
' reported an internal reliability of a= .84 i in their Study of managerial and 
clerical employees. | 
- To examine the validity of the instrument, individual officers were asked 
to rate the effectiveness of their own subunit, using the Mott scales. It was 
factor analyzed and found to be unidimensional and highly reliable (a = .88). 
The two measures were found to be positively correlated (r= .33, p.< .01), 
providing some ‘indication of convergent valaity between these two 
measures. 

Porter, Steers, Mowday, and Boulian' s (1974) 15-item organizational com- 
mitment scale was used to measure the individual's identification with and 
involvement in the police department. This scale combines attitudes and 
behavioral intentions, two important aspects of commitment, into a sum- 
mative index of commitment. Mowday et al. (1 979) and Ferris and Aranya 
(1983) have reviewed the psychometric properties of this scale. Internal con- 
sistency reliabilities range from .82.to .93. In Van Maanen's (1975) study 
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of urban police departments, he reported the internal consistency reliabil- 
ity of this scale was .73; in the present study it was w= .89. 


Analysis 

The unit of analysis for this study was the work unit (N= 61 for com- 
mitment; N — 35 for effectiveness). The hypotheses are concerned with con- 
tingency factors affecting workgroup effectiveness. Following the procedure 
utilized by Daft and MacIntosh (1981), work unit scores for all perceptual 
scales were computed by averaging the scores of respondents from each 
work unit. Equal weight was given for each individual. This procedure as- 
sumes homogeneity of intraunit responses. To test this assumption, a series 
of one-way analyses of variance was performed. These analyses indicated 
that individuals within a subunit were responding to similar dimensions 
of structure (specialization, F=1.76, p<.01; formalization, F- 2.35, 
p « 01; hierarchy of control, F=2.43, p « .01; and participation, F= 1.99, 
p« 0l). The null hypothesis that individuals within a subunit were respond- 
ing to similar tasks was rejected for the technological dimensions of number 
of exceptions (F= 1.57, p « .01), interdependence (F = 1.87, p « .01), and 
search behavior (F'= 1.38, p < .04). The null hypothesis that individuals were 
responding similarly across all workgroups therefore was rejected. 

The hypotheses were tested using a modification of the procedure out- 
lined by Arnold (1982) for testing contingency models. In this study, inter- 
actions between technology and structure for effectiveness were hypothe- 
sized. The form of relationships between structure and effectiveness is con- 
tingent on technology. Arnold advocates the use of hierarchical multiple 
regression for testing complex forms of interaction. Following his procedure, 
one must first partial out all the lower order main effects from any higher 
order interaction effects. This is accomplished by testing the incremental 
R? between an equation containing all lower order terms and an equation 
containing these lower order terms plus the hypothesized higher order effects. 

In the present analysis, hierarchical and stepwise regression modes of 
analysis were combined. The hierarchical analysis enabled a regression of 
the technology and structure variables on effectiveness to test for univer- 
salistic or main effects. To test for contingency effects, the technology x 
structure interaction variables were regressed stepwise on effectiveness and 
an F-ratio (Cohen, 1968) for the R? increment was computed at each step. 
The stepwise procedure provides for an orderly entry of the interactions 
in terms of their ability to add incrementally to the explained variance of 
the dependent variable. The procedure was terminated when the adjusted 
R? increment failed to increase significantly (p < .05) with the inclusion of 
the additional variable. The hypotheses predict technology x structure in- 
teractions to impact effectiveness significantly. The universal (or main) ef- 
fects of technology and structure and the technology x technology interac- 
tions were not hypothesized to be significant determinants of effectiveness. 


paa 


1984 Fry and Slocum 233 


In the construction of the interaction or fit variables, the technique used 
by Dewar and Werbel (1979) was followed. The fit score was constructed 
of the standardized residuals from the regressions of each structure vari- 
able on the technology variables. The residuals of these variables are the 
scores of congruence or fit (low scores, good fit; high scores, poor fit). 
With this technique, one can obtain some idea of the magnitude of the dif- 
ferent effects by comparing standardized regression coefficients. In using 
this method, multicollinearity usually is less of a problem than in the stan- 
dard multiple regression procedure, which uses multiplicative interaction 
terms. 


Results 


Table 1 shows the zero-order correlation coefficients for the study’s vari- 
ables. Significant negative correlations within the technology dimensions 
were obtained between number of exceptions and search behavior and in- 
terdependence. Workgroups reporting higher incidences of exceptional cases 
were able to find solutions through more analyzable search behaviors than 
were workgroups reporting fewer exceptional cases. This organization de- 
veloped a repertoire of alternative plans for handling cases that exhibited | 
moderate variation so that analyzable search procedures could be used by 
the police officers. These procedures were fairly well defined in operating 
manuals and required minimal coordination between a of the work- 
group to be implemented. 

The within structure correlations followed the general pattern of previous 
workgroup level studies (Fry, 1982; Gerwin, 1981). Officers in charge of 
multiple speciality units enforced fewer rules and regulations and had nar- 
rower spans of control than did officers heading workgroups with fewer 
specialities. Patrolmen in more specialized workgroups reported greater par- 
ticipation in decisions that directly.affected their workgroup (r = .23; p < .05) 
than did patrolmen in less specialized workgroups. The greater reliance on 
rules and regulations established by a supervisor to control the behavior 
of subordinates, the wider the span of control (r =-.34; p < .01). The rules 
and regulations may act as a substitute for the personal contact of the of- 
ficer in charge to control the behaviors of patrolmen assigned to him (Kerr 
& Slocum, 1981). This logic is supported by a correlation between span 
of control and participation (r= .38; p< .01). The narrower the span of 
control, the more the patrolmen indicated that they participated in deci- 
sions that affected their work. 


Technology and Structure Correlations 


There was no relationship among specialization, search behavior, and 
interdependence. A negative relationship with exceptions and specializa- 
tion was found (r=-.30; p<.01). The greater the number of exceptions 
encountered by the workgroup, the fewer the number of disparate func- 
tions it performed. 
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Technology and Formalization. The correlation between exceptions and 
formalization was significant (r= .24; p « :01), but in the opposite direc- 
tion of what was expected. From previous research, it was assumed that 
formalization would become more difficult.to institute as the number of 
exceptions confronting the workgroup increased. Because the workgroups 
in this organization reporting more exceptional cases also reported these 
to be more analyzable, it makes sense that the organization. would design 
more rules and regulations to govern the behavior of employees within these 
workgroups. Search behavior and formalization did correlate as expected 
(r— -.37; p < .01). Workgroups encountering fewer exceptions were less for- 
malized, more specialized, and required greater levels of search behavior. 
According to Van de: Ven et al. (1976), under these conditions manage- 
ment should implement a discretionary mode of control. Discretionary con- 
trol consists of management's setting up repertoires of alternative plans 
for handling problems, setting guidelines for exercising discretion in situa- 
tions, and specifying expected codes for behavior. The discretionary mode 
is created by management for employees who are handling tasks that are 
sufficiently complex that they require evaluation, search, and judgment. 

Technology and Centralization. Centralization is a decision making pro- 
cess that refers to the distribution of authority within an organization. Nar- 
row spans of control were expected and were found to be inversely related 
to the workgroups’ search behaviors (r= .33; p< 01). As the span of con- 
trol narrowed (larger ratio of police supervisors to patrolmen), the patrolmen . 
encountered more unanalyzable search behaviors. 

The expectation that participation would be positively related to excep- 
tions and search behavior was not confirmed. The fact that this organiza- 
tion used a discretionary mode of control might explain this finding. Because 
most search procedures were codified and required little problem solving - 
communication between patrolmen and command, the use of participa- 
tion as a vehicle to solve these problems became less important. The par- 
ticipation and interdependence correlation was not significant. This is con- 
‘trary to what others (Hrebiniak, 1974; Mohr, 1971; Sutton & Rousseau, 
1979; Van de Ven et al., aa have touna. 


Contingency Hypotheses 


The hierarchical and stepwise regressions of technology and structure 
on both measures of effectiveness were analyzed. Each regression includes 
a structure variable and the three technology variables plus the interaction 
variables that incrementally added to the adjusted R? (p<.01). The stan- 
dardized regression coefficients, unadjusted R^ change, and. F-ratio for 
structure and the three technology variables reflect each variable’s indi- 
vidual contribution to a simple regression equation on effectiveness. The 
standardized regression coefficients, unadjusted R? change, and F-ratio 
for the interaction. terms reflect the stepwise inclusion of these variables 
into the regression analysis. 
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Commitment. 'The interactive hypotheses for commitment were not sup- 
ported. (These tables are available on request from the first author. They 
were deleted because most of the interactions supporting the hypotheses 
were not significant.) Only two interactions reached statistical significance, 
and the adjusted R? of the model was significant for only one. Kirk (1968) 
notes that whenever a significant interaction is found, interpretation of main 
effects should be made with caution. 

To help interpret the findings, the technology and structure variables were 
dichotomized at the median. Results of ¢-tests indicated that all high-low 
groups were significantly different (p < .01). Significant interactions were 
then graphed using the mean scores for each of the four (high-high, high- 
low, low-high, low-low) cells. Figure 2 graphs the significant search x span 
of control interaction on commitment. 


Figure 2 
Interaction of Search x Span of Control on 
Organization Commitment 
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aThe adjusted R? for this regression equation is .27, which is significant at p< .01. 


Figure 2 provides support for Hypothesis 3a. Narrow spans of control 
lead to higher commitment than do wide spans when search is unanalyzable 
(b=.71, F=6.32, p « .05). Hypothesis 3b was rejected. Commitment was - 
highest in workgroups in which the span of control was narrow and em- 
ployees could follow analyzable search procedures. 

Two structural variables had significant main effects on commitment. 
The more specialized workgroups were more committed (b = .32, F= 5.54, 
p «..05) to the force than were less specialized workgroups. Workgroups 
whose members participated in salient decisions affecting the group were 
more committed (b = .33, F— 6.96, p « .01) than were workgroups whose 
members did not participate in the decision making process. 

Performance. Only one interaction was significant for the workgroup 
performance criterion. This interaction is shown in Figure 3. The results are 
opposite to the first hypotheses. The more specialized subunits were rated 
lower in performance regardless of type of search behavior. The number 
of exceptions had a significant main effect on performance (b = -.40 and 
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Figure 3 
Interaction of Search x Specialization on 
Subunit Performance Ratings” 
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&The adjusted R? for this regression equation is .29, which is significant at p< .01 level. 


b = —.37, p<.05). Those workgroups reporting more exceptions were rated 
lower than those workgroups not reporting as many exceptions up the chain 
of command. 


A Posteriori Analyses 


According to Withey et al. (1983), it is highly likely that the technologi- 
cal dimensions used by researchers interact to affect significantly the de- 
pendent variables. To explore further this potential interaction between the 
three technological dimensions, it was decided to rerun the regressions to 
determine what effect the inclusion of the three possible technology-tech- 
nology interactions (exceptions X search; search x interdependence; excep- 
tions x interdependence) might have on the initial findings. Results of these 
- analyses indicated that although the exception x interdependence and 
search x interdependence regressions added explained variance to the com- 
mitment regressions, the additions were not significant. Therefore, the com- 
mitment results basically stay the same. 

When performance was the dependent variable, the explanatory power 
of these regressions was significantly increased by the inclusion of the ex- 
ceptions x interdependence and search x interdependence interactions. These 
are illustrated in Table 2. The original specialization main effect and search X 
specialization interaction were overshadowed by technology, thereby dimin- 
ishing the importance of specialization on the performance ratings. These 
interactions are graphed in Figures 4 and 5. 

Workgroups reporting few exceptions were rated highest in performance 
regardless of degree of interdependence. This illustrates a dominating ex- 
ceptions main effect. High exceptions, high interdependent workgroups were 
rated more effective than low exceptions, low interdependent workgroups. 
Workgroups that adopted analyzable search procedures were rated about 
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Table 2 y de 
Effects of Technology Variables on Relationships Between 
Dimensions of Structure and Workgroup Performance Ratings 
Including Technology x Technology Interactions 


Standardized 
Regression Unadjusted 
Independent Variables | Coefficient R? Change F-Ratio* 
Technology and specialization 
Specialization -.5á .086 2.19 
Interdependence .07 .001 .20 
Exceptions -.43 AL 7.76" 
Search -.21 .035 1.80 
Interdependence x search -.28 .176: 7.42* 
Exceptions x interdependence -.32 .081 3.80 
Scarch x specialization 47 .035 1.72 
Unadjusted R? .525 
Adjusted R? .381** 
Technology and formalization 
Formalization -.06 .015 .12 
Interdependence 17 013 LI 
Exceptions -.58 .08 1 12.91** 
Search -.40 038 6.36* 
Exceptions x interdependence -.52 .224 10.25** 
Search x formalization -.38 089 3.57 
Unadjusted R? .460 
Adjusted R? .338** 
Technology and spon of control 
Span of contro -.23 .032 2.11 
Interdependence .08 001 
Exceptions -.43 ^— 41 8.63** 
Search -.09 .035 .30 
Exceptions x interdependence -.40 -228 9.24** 
Interdependence x search -.36 114 5.74* 
Unadjusted R? 521 
Adjusted R? .403** 
Technology and participation 
Participation ~.22 .043 2.25 
Interdependence 28 .013 3.35 
Exceptions -.d4 .081 6.87** 
Search i -.35 i .038 4.71* 
Exceptions x interdependence -,53 i 222 10.67** 
Unadjusted R? 397 
Adjusted R? .292** 


3F values for the main effects are for each individual variable and are not incremental F-ratios. 
F values for interaction terms are based on incremental R? and are computed using the equation 
developed by Cohen (1968). 
*p «.05 
»*p« 01 


the same in performance regardless of level of interdependence. High in- 
terdependent unanalyzable search workgroups were rated slightly higher 
than their low interdependent counterparts. 


Discussion 
The pattern of results supports both universalistic and contingency the- 


oretical positions. In general, however, the bulk of the results supports 
Schoonhoven's (1981) proposition that traditional versions of contingency 
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Figure 4 
Interaction of Exceptions x Interdependence on 
Subunit Performance Ratings 
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Figure 5 
Interaction of Search x Interdependence on 
Subunit Performance Ratings 
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theory underrepresent the complexity of relations among dimensions of tech- 
nology, structure, and organizational effectiveness. Most notable was the 
unexpected manner in which exceptions correlated with other technology, 
structure, and effectiveness variables. Here it was not hypothesized that 
individual technological dimensions directly or interactively would influence 
effectiveness. 

The negative relationship between exceptions with search behavior and 
interdependence gives an indication of systematic covariation among tech- 
nology variables. Workgroups reporting more exceptions were able to find 
solutions through more analyzable search procedures that required little 
interdependence among others in their group (e.g., marine park patrol third 
watch, planning and research bureau, jail bureau third watch) to complete 
the task. These workgroups also were less complex and more formalized 
than workgroups reporting fewer exceptions. Workgroups reporting un- 
analyzable situations (e.g., crime scene search unit, accident investigation 
squad, detective bureau crimes against property second watch) reported 
fewer of them to their superiors than did workgroups facing more analyzable 
situations. 
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Perrow (1967) originally conceptualized his exceptions and search tech- 
nology dimensions as independent organization level variables. Research 
on his typology, however, has been conducted mostly on the routine-non- 
routine categories with workgroups. The present findings, however, rep- 
resent Perrow's (1967) craft-engineering categories. Perrow notes that all 
four quadrants represent viable cases in themselves, and he gives indus- 
trial examples for each one. For him, the kind of technology that is used 
by the organization is dependent on the state of the art of analyzing the 
characteristics of the raw material or object to be changed: 


To understand the nature of the material means to be able to control it better and achieve 
more predictability in transformation. We are not referring to the ‘‘essence” of the 
material, only to the way the organization itself perceives it (1967, p. 198). 


Organizations, therefore, seek to standardize their raw material to minimize 
exceptional situations. 

The raw material (i.e., law breakers) is particularly difficult to standard- 
ize in police organizations. Police subunits apparently are either able to 
reduce the variability of the material and thus the number of exceptional 
cases (craft technology), or they are able to increase their knowledge of 
the material, thus allowing more analytic techniques to be used in handling 
higher numbers of exceptional cases (engineering technology). They are less 
able to reduce the raw material's variability and also gain enough knowl- 
edge of it to utilize a routine technology. 

Police organizations evidently use structure (e.g., formalization) to min- 
imize the number of exceptions passed up the chain of command. Police 
work resembles a teamlike activity with occupational norms that preclude 
questioning judgments made by another officer (Fry & Berkes, 1983; Hazer 
& Alvares, 1981; Jermier & Berkes, 1979; Van Maanen, 1975). Unanalyzable 
situations, in which workgroup members have to spend time thinking about 
what to do and/or actively search for solutions beyond normal procedures, 
are handled within the group. 

The unexpected results between commitment and performance warrant 
some discussion. A significant negative correlation was found between com- 
mitment and performance (r — -.32, p<.05). Van Maanen (1975) found 
that sergeants tended to perceive those policemen who expressed more com- 
mitment to the department not performing significantly better than those 
less committed to the department. Commitment was affected by tenure on 
the force: the greater the tenure, the less the commitment. Similar results 
have been found by Hazer and Alvares (1981) in their study of police recruits. 
The traditional positive linkage between performance and commitment may 
have to be more closely examined. 


Performance 
Results for supervisory performance ratings reveal unexpected within- 


technology interactions and universalistic effects. Structure had little im- 
pact on performance ratings. Workgroups rated higher on performance 
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faced fewer exceptions, engaged in analyzable search behaviors, or were 
more highly interdependent than workgroups rated as poor performers. 

The emerging profile of effective workgroups suggests that they must 
exhibit a behavior of ‘‘relatively unquestioning belief in and acceptance 
of the organization system with little participation in decision making” (Van 
Maanen, 1975, p. 222). If exceptions arise, effective workgroups handle 
them without involving their superiors or taking them through channels. 
Workgroups that could not cope with exceptions by following standard 
operating procedures and had to rely on others’ advice were not following 
the values of the organization (Hazer & Alvares, 1981). The formal status 
hierarchy of a paramilitary organization creates obstacles to the free ex- 
change of information. According to Van Maanen, the police culture of 
‘lay low, hang loose, and don’t expect too much advice" (1975, p. 225) 
is characteristic of effective workgroups. 


Commitment 


Both universalistic and contingency effects were found to influence a 
workgroup's commitment to the organization. Highly committed work- 
groups performed more specialized functions with members who participated 
in decisions affecting their specialized line of work. These findings are con- 
sistent with those reported by Dewar and Werbel (1979) and most major 
reviews of the commitment literature (Weiner, 1982). | 

All of the significant contingency effects involved technology and struc- 
ture. Highly committed workgroups: (1) faced a high number of excep- 
tions; (2) were less formalized and reported few exceptions; or (3) had super- 
visors that adopted narrower spans of control. The enforcement of rules 
and regulations in these workgroups was difficult because they were deployed 
over geographical areas, making control by direct command almost im- 
possible. Because the lowest ranking people make most of the important 
decisions and face an array of problems, the ability to participate in deci- 
sions affecting the welfare of the workgroup is critical to ensuring that when 
help is needed by fellow officers, it quickly follows. Homicide, burglary, 
vice, and narcotics workgroups are examples. For most of these workgroups, 
the number of exceptions is high. For example, if a burglary is in progress, 
it requires teamwork to analyze the situation and determine how to ap- 
proach the scene of the crime. There is great personal latitude in the inter- 
pretation of which way(s) to proceed. Members sometimes go beyond ‘“‘offi- 
cial! role requirements because these can be perceived as not being adapt- 
able to the unpredictable street-level environment. The high uncertainty 
creates a need for more participation among workgroup members during 
the search process. The police officers’ ability to cope with a wide variety 
of situations, using peers instead of supervisors for guidance, fosters a high 
level of workgroup commitment. 
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Three points emerge from this research. First, this study reinforces the 
multidimensional view of effectiveness. Complex police organizations cannot 
‘be evaluated on one criterion. In this study, one criterion may be met at 
some expense of the other because both cannot be completely satisfied si- 
multaneously. Because no one criterion can be maximized, different struc- 
tural and/or technological arrangements fostering potential conflicts seem 
inherent. In this study, police units may resolve conflicting demands to in- 
crease commitment" or ‘“‘performance’’ by increasing participation or 
by following rules and regulations and minimizing exceptional situations. 
Simultaneous conditions of incompatibility and compatibility among a 
. myriad and dynamic set of structural and technological configurations may 
be the reality of service organizations (Campbell, 1977). : 

Second, these data reinforce Schoonhoven's (1981) position that more 
clearly articulated. arguments need to be established to test contingency prop- 
- ositions. The traditional assumptions that technological uncertainty requires | 
. an organic structure, or that technological certainty requires a mechanistic — 
structure, need to be rethought. For example, it may be that humani ser- 
‘vice organizations adopt sets of technology-structure configurations dif- 
ferent from those adopted by other organizational types penu. of their 
inability to measure performance adequately. 

Hasenfeld. and English (1974) have noted the general sendeticy for all 
human service organizations to develop service ideologies that introduce 
some order and coherence in the work performed by the staff. This ideology 
. provides organizational members with rational and legitimate courses of 

‘actions that are often self-confirming and reduce efforts to engage in tech- 
nological or organizational innovations. The paramilitary organizational 
model is such an ideology. Although the universal prescriptions embedded 
in the model have been called oversimplified and stereotyped (Fry & Berkes, . 
1983; Jermier & Berkes, 1979), it would have been difficult to E pres- 
ent results without reference to it. 

Finally, there are two theoretical positions for testing contingency prop- 

ositions. The first is to determine whether the degree of the relationship 
between two variables varies by the inclusion of some third variable (Arnold, 
1982). Testing for different degrees of a relationship between structure and 
effectiveness requires testing the differences of correlation coefficients for 
different values of the moderator variable (technology). The second method 
to test for contingency variables is accomplished by examining the form 
of that relationship. To examine the form of the relationship requires the 
researcher to specify that a dependent variable (organizational effective- 
ness) is a joint function of an independent (structure) and moderator vari- 
able (technology). Because contingency theorists generally are interested 
in the form of the relationship and assume that congruent relationships 
are more effective than incongruent relationships, a general congruency 
position has been taken by researchers and gone unchallenged in the 
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literature. Joyce, Slocum, and Von Glinow (1982) indicate that there are 
three forms of congruency: effect, general, and functional. 

Effect congruency concerns the relative importance of individual and sit- 
uational factors in explaining behavior. Proponents of this model argue 
that characteristics of both the situation and the individual are important 
influences on behavior. This suggests a more-is-better perspective in which 
it is assumed that variance explained will continue to be improved as addi- 
tional independent variables, reflecting attributes of both the individual 
and situation, are added. This model stresses the consequences of the main 
effects of potentially interacting variables. This type of additive interac- 
tion was found in Figure 4 of the current research. In Figure 4, those work- 
groups reporting fewer exceptions were rated more highly regardless of the 
type of interdependence. In this case, if testing had been done for an ef- 
fect congruency, the hypothesis would have been supported. 

The general congruency model traditionally has been the model assumed 
by contingency theorists. Here, congruency exists when conceptually simi- 
lar dimensions of the independent variables are correspondingly high or 
. low. Congruency is determined by this fit between independent variables. 

Unlike effect congruency, the general congruency model hypothesizes in- 
teraction effects and emphasizes the similarity and matching of levels of 
independent variables as determinants of performance. The hypotheses 
tested by Schoonhoven, Argote, and the present authors represent a form 
of interaction. This form of interaction is illustrated in Figure 1: Unfortu- 
nately, the present data do not support this model. 

Functional congruency differs from effect and general congruency models 
in that it does not argue that more is better or that a general congruency 
between predictors should result in high criteria levels. The functional con- 
gruency model suggests that either one or the other independent variable 
may be sufficient to lead to high levels of effectiveness, but the joint oc- 
currence of both may do little to improve effectiveness. The data in Figure 
5 are illustrative of this type of congruency. These data indicate that either 
search or interdependence affects performance, but the joint occurrence 
of both has little impact on. effectiveness: 

In future research, the form of *'fit" needs to be a priori stated. Because 
there has been so little research testing contingency propositions, it is dif- 
ficult to hypothesize these different forms of congruency. Congruency has 
been the dominant paradigm in the literature, but perhaps it needs to be 
reconstructed. 


References 


Argote, L. Input uncertainty and organizational coordination in hospital emergency units. Administra- 
tive Science Quarterly, 1982, 27, 420-434. 


Arnold, H. Moderator variables: A clarification on conceptual, analytic and psychometric issues. Or- 
ganizational Behavior and Human Performance, 1982, 29, 143-174. 


Bell, G. Determinants of span of control. American Journal of Sociology, 1967, 73, 100-109. 





244 Academy of Management Journal June 


Campbell, J. P. On the nature of organizational effectiveness. In P. S. Goodman & J. M. Pennings 
(Eds.), New perspectives on organizational effectiveness. San Francisco: Jossey-Bass, 1977, 13-62. 
Cohen, J. Multiple regression as a general data-analytic system. Psychological Bulletin, 1968, 70, 426-443. 


Comstock, D., & Scott, W. Technology and the structure of subunits. Administrative Science Quarterly, 
1977, 22, 177-202. 


Daft, R., & Macintosh, N. A tentative exploration into the amount and equivocality of information 
processing in organizational work units. Administrative Science Quarterly, 1981, 26, 207-224. 


Dalton, D., Todor, W., Spendolini, M., Fielding, G., & Porter, L. Organization structure and perfor- 
mance: A critical review. Academy of Management Review, 1980, 5, 49-64. 


Dewar, R., & Hage, J. Size, technology, complexity and structural differentiation: Toward a theoretical 
synthesis. Administrative Science Quarterly, 1978, 23, 111-136. 


Dewar, R., & Werbel, J. Universalistic and contingency predictions of employee satisfaction and con- 
flict. Administrative Science Quarterly, 1979, 24, 426-448. 


Ferris, K., & Aranya, N. A comparison of two organizational commitment scales. Personnel Psychol- 
ogy, 1983, 36, 86-98. 


Ford, J. An empirical investigation of the relationship of size, technology, workflow interdependence, 
and perceived environmental uncertainty to selected dimensions of subunit structure. Doctoral dis- 
sertation, Ohio State University, 1975. 


Ford, J. Institutional versus questionnaire measures of organizational structure. Academy of Man- 
agement Journal, 1979, 22, 601-610. 


Ford, J., & Slocum, J. Size, technology, environment and the structure of organizations. Academy 
of Management Review, 1977, 2, 561-575. 


Fry, L. Technology-structure research: Three critical issues. Academy of Management Journal, 1982, 
25, 532-552. 


Fry, L., & Berkes, L. The paramilitary police model: An organizational misfit. Human Organization, 
1983, 42(3), 225-234. 


Fry, L., & Slocum, J. A general procedure for the validation of subunit technology and structure mea- 
sures. Unpublished manuscript, Texas A&M University, 1981. 


Fulk, J., & Wendler, E. Dimensionality of leader-subordinate interactions: A path-goal investigation. 
Organizational Behavior and Human Performance, 1982, 30, 241-264. 


Galbraith, J. Organization design. Reading, Mass.: Addison-Wesley, 1977. 


Gerwin, D. Relationships between structure and technology. In P. Nystrom & W. Starbuck (Eds.), 
Handbook of organizational design. Clifton, N.J.: Oxford University Press, 1981, 3-39. 


Grimes, A., & Klein, S. The technological imperative: The relative impact of task unit, model technol- 
ogy, and hierarchy on structure. Academy of Management Journal, 1973, 15, 583-597. - - 


Hage, J., & Aiken, M. Routine technology, social structure and organizational goals. Administrative 
Science Quarterly, 1969, 14, 368-379. 


Hall, R. Organizational structure and process. Englewood Cliffs, N.J.: Prentice-Hall, Inc., 1977. 


Hasenfeld, Y., & English, R. A. (Eds.). Human service organizations. Ann Arbor: University of Mich- 
igan Press, 1974. . 

Hazer, T., & Alvares, K. Police work values: During organizational entry and assimilation, Journal 
af Applied Psychology, 1981, 66, 12-18. 

Hickson, D., Pugh, D., & Pheysey, D. Operations technology and organization structure: An empiri- 
cal reappraisal. Administrative Science Quarterly, 1969, 14, 378-397. 


Hrebiniak, L. Job technology, supervision and work group structure. Administrative Science Quarterly, 
1974, 19, 395-410. 


Inkson, J., Pugh, D., & Hickson, D. Organizational context and structure: An abbreviated replica- 
tion. Administrative Science Quarterly, 1970, 15, 318-329. 


James, L. Aggregation bias in estimates of perceptual agreement. Journal of Applied Psychology, 1982, 
67, 219-229. 


1984 Fry and Slocum 245 


Jermier, J., & Berkes, L. Leader behavior in a police command bureaucracy: A closer look at the 
quasi-military model. Administrative Science Quarterly, 1979, 24, 1-23. 


Jobson, J., & Schneck, R. Constituent views of organizational effectiveness: Evidence from ROME 
organizations. Academy of Management Journal, 1982, 25, 25-46. 


Joyce, W., Slocum, J., & Von Glinow, M. Person-situation interaction: Competing models of fit. 
Journal af Occupational Behaviour, 1982, 3, 265-280. 


Kerr, S., & Slocum, J. Controlling the performances of people in organizations. In P. Nystrom & 
W. Starbuck (Eds.), Handbook of organizational design. Clifton, N.J.: Oxford University Press, 
1981, 116-134. 


Kirk, R. E. Experimental design: Procedures for the behavioral sciences. Belmont, Cal.: Brooks/Cole, 
1968. 


Kmetz, J. A critique of the Aston studies and results with a new measure of technology. Organization 
and Administrative Science, 1977/1978, 8, 123-144. 


Lee, R., Malone, M., & Greco, S. Multitrait-multimethod-multirater analysis of performance ratings 
for law enforcement personnel. Journal of Applied Psychology, 1981, 66, 625-632. 


Lefkowitz, J. Industrial-organizational psychology and the police. American Psychologist, 1977, 32, 
346-364. 


Lincoln, J., & Zeitz, G. Organizational properties from aggregate data: Separating individual and struc- 
tural effects. American Sociological Review, 1980, 45, 391-408. 


Lynch, B. An empirical assessment of Perrow's technology construct. Administrative Science Quarterly, 
1974, 19, 338-356. 


McCann, J., & Galbraith, J. R. Interdepartmental relations. In P. Nystrom & W. Starbuck (Eds.), 
Handbook of organizational design. Clifton, N.J.: Oxford University Press, 1981, 60-84. 


Mills, P., & Moberg, D. Perspectives on the technology of service operations. Academy of Manage- 
ment Review, 1982, 7, 467-478. 


Mohr, L. Organization technology and organization structure. Administrative Science Quarterly, 1971, 
16, 444-459, 


Mott, P. E. The characteristics of effective organizations. San Francisco: Harper and Row, 1972. 


Mowday, R., Steers, R., & Porter, L. The measurement of commitment. Journal of Vocational Behavior, 
1979, 14, 224-242. 


Perrow, C. A framework for the comparative analysis of organizations. American Sociological Review, 
1967, 32, 194-208. 


Perrow, C. Organizational analysis: A sociological approach. Belmont, Cal.: Wadsworth, 1970. 


Porter, L., Steers, R., Mowday, R., & Boulian, P. Organizational commitment, job satisfactions and 
turnover among psychiatric technicians. Journal of Applied Psychology, 1974, 59, 603-609. 


Pugh, D., Hickson, D., & Turner, C. The context of organization structure. Administrative Science 
Quarterly, 1968, 13, 65-105. 


Roberts, K., Hulin, C., & Rousseau, D. Developing an interdisciplinary sclence of organizations. San 
Francisco, Cal.: Tossey- Bass, 1978. 


Samuel, Y., & Mannheim, G. A multi-dimensional approach toward a typology of bureaucracy. Ad- 
ministrative Science Quarterly, 1970, 15, 216-228. 


Schoonhoven, C. Problem with contingency theory: Testing assumptions hidden within the language 
of contingency. Administrative Science Quarterly, 1981, 26, 349-377. 


Slocum, J., & Sims, H. A typology of technology and job redesign. Human Relations, 1980, 33, 193-212. 


Stanfield, G. Technology and structure as theoretical categories. Administrative Science Quarterly, 
1976, 21, 489-493. 


Strauss, G. Workers participation in management: An international perspective. In B. Staw & L. Cum- 
mings (Eds.), Research in organizational behavior (Vol. 4). Greenwich, Conn.: JAI Press, 1982, 
173-266. 


246 Academy of Management Journal June 


Sutton, R. I., & Rousseau, D. M. Structure, technology, and dependence on a parent organization: 
onal and environmental correlates of individual responses. Journal of Applied Psychology, 
1979, 64, 675-687. 


Thompson, J. Organizations in action. New York: McGraw-Hill, 1967. 


Van de Ven, A., & Delbecq, A. A task contingent mode of work unit structure. Administrative Sci- 
ence Quarterly, 1974, 19, 183-197. 


Van de Ven, A., & Ferry, D. Measuring and assessing organizations. New York: Wiley, Inter-Science 
Division, 1980. 


Van de Ven, A., Delbecq, A., & Koenig, R. Determinants of modes of coordination within organiza- 
tions. American Sociological Review, 1976, 41, 332-338. 


Van Maanen, J. Police socialization: A longitudinal examination of job attitudes in an urban police 
department. Administrative Science Quarterly, 1975, 20, 207-229. 


Walton, E. The comparison of measures of organization structure. Academy of Management Review, 
1981, 6, 155-160. 


Weiner, Y. Commitment in organizations: À normative view. Academy of Management Review, 1982, 
7, 418-428, 


Withey, M., Daft, R., & Cooper, W. Measures of Perrow's work unit technology: An empirical as- 
‘sessment and a new scale. Academy of Management Journal, 1983, 26, 45-63. 


Woodvward, J. Industrial organization: Theory and practice. London: Oxford University Press, 1965. 


Louis W. Fry is an Assistant Professor af Organizational Be- 
havior at the University of Washington. 


John W. Slocum, Jr., is a Distinguished Professor of Organi- 
zational Behavior at Southern Methodist University. 


€CAcademy of Management Journal ` ` i 
1984, Vol. 27, No. 2, 247-2710.. l ' 


Computerization as 

: a Predominate Technology: 
Its Influence on the Structure 
of Newspaper Organizations’ 
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,Univeraty of Notre Dame 


Neoane organizations were examined for the influ- 

ence of computerization, when viewed as the predomi- 

` nate organizational technology, on the locus of decision 

making and division of labor. The relative impact of the 

` computer was found to depend on the specific tasks for 

` which itwas used, but organization size moderated the 
technology-structure relationship. 


Much of the research undertaken in the attempt to understand and d predict 
organizational structure has focused on the technical process an organiza- 
tion utilizes to change inputs into outputs. Given the rapidity of advance- 
ments that technological processes have undergone i in the past 20 years, 
particularly due to computerization, it is not surprising that a number of 
researchers have included computer usage as part of their operationaliza- 
tion of the technology conception (Blau, Falbe, McKinley, & Tracy, 1976; ` 
Klatzky, 1970; Meyer, 1968). Generally in these studies the computer has 
been viewed as information technology concerned with the processing of 
data and information, or as machinery facilitating automation as a part 
of operations technology. Although little consensus has yet been reached 
. concerning the influence of computerization on specific structural dimen- ` 
sions, there seems to be general agreement that the impact of computer 
technology has been local rather than global. That is, its influence has been 
evidenced at the subunit or subsystem level. Edström and Naugès (1975) 
attributed these findings to the likelihood that top — does not 
but it does recognize the need for its local use. 

Another explanation, and one pursued in this paper, is that computer 
utilization i in many of the organizations studied was contained within ony 
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a few functional areas or production activities, primarily data processing. 
Even. within insurance companies, which are paper processing organiza- 
tions ànd have experienced far-reaching changes as a result of the rapid 
progress in computer technology, the computer was used predominately 
. for mass data processing in connection with the basic stages of operations - 

(e.g., correspondence, policy amendments, policy Fence) (Schareck 
& Barten, 1975). . 

It is not surprising, then, that the research findings have identified the 
impact of the computer on the organization’s structure at the subsystem 
level. The question remains whether the global structure would be influenced 
if the applications of the computer were more encompassing. It was the 
purpose of the present research to explore this question. Specifically, the 
intention was to study organizations in which the computer has been adapted 
to the entire work flow process and acts as an integrative device, coupling 
systems with interacting activities—in essence, organizations in which the 
computer has become the predominate technology. 


The Computer as Organization Technology 


At the most general level, organizational technology has been defined 
as the process of transforming inputs into outputs (Fry, 1982): Refinements 
of this definition have emphasized such elements as facilities and plant lay- 
outs, the characteristics of raw materials, rates of change in production 
methods, knowledge required in transformation processes as well as task 
interdependence; task predictability and problem analyzability (Perrow, 
1970; Reeves, Turner, & Woodward, 1970; Rushing, 1968; Thompson, 
1967). A number of. researchers have taken a multidimensional approach 
to define a more comprehensive view of technology (Blau et al., 1976; Hre- 
biniak, 1974; Mohr, 1971). Representative of this approach is: Khandwalla’ $ 
(1977) conceptualization, which distinguished three aspects of work: 
(1) work flow—the way in which programs, activities, and events in the 
input-process-output cycle of the organization are sequenced; (2) opera- 
tions technology—the role of mechanical aids in transforming inputs to . 
the work flow into the outputs of the work flow; and (3) information tech- 
nology—the role that mechanical aids play in transforming information 
inputs into informational outputs. 

Within the traditional model of organizational technology, each of Khand-. 
 walla's three aspects of work is viewed as a separate component of the over- . 
all technology. The means by which work is accomplished in each compo- 
nent is distinct and varied. When the computer has been included in this 
model its use generally has been seen in information technology and to a 
much lesser extent as part of operations technology. It is easy to speculate, 
however, given the touted potential of the computer, how computeriza- 
tion could be the predominate means of work accomplishment in each of 
the three components. Specifically, the optimal sequencing of programs 
and activities can be planned as well as executed through the use of the 


i984 s. | Carter E | 249 


computer. . Similarly, it can act as the Rechnen: means of transforming 
inputs into outputs, whether directly—that is, paper processing is the prod- 
uct outcome—or indirectly as it ‘‘drives’’ other machinery. And, finally, 


`- itcan act as the central component of information technology, transform- 


- ing information inputs into information outputs. In addition to the com- 
puter' s subsuming the activities in each of these three components, it also 
serves as an integrative mechanism: providing : the input/output linkage | 
among the various subunits. As such, it can be argued that the computer 
emerges as the primary technology. in these organizations. 

For a number of organizations today (banks, oil refineries, stock broker- 
ages) the possibility that the computer is thus represented. is 'realized. The 
question to be answered is whether. the extended utilization of thé'com- 
puter in these organizations has a differential influence on their structure 

than if its applications were limited.to only a. few functional areas. 

^ In pursuing this question, several issues ‘concerned with operationalizing 
the extended conceptualization must be addressed: First, there is the ques- 
tion of the appropriateness of modal versus-unit analyses. ‘Randolph (1980) l 
has described modal measures of technology as aggregates of the various 
technologies represented in.an organization; for example, a total organiza- . 
‘tion measurement comprised of the various subunit technologies. The unit 
approach, on the other hand, sacrifices the ‘generalizability of an overall 
-measure to explore the peculiarities of each subunit technology. ` 

: Theintention of the present study is to assess the influence of computeriza- 

tion on the global structure and to this end it has been argued that the com- 
puter represents a commonality in each of the three components identified 
by Khandwalla. It also is apparent, “however, that the actual means of ap- 
plication in each component is likely to vary considerably. -A modal ap- 
proach would fail to capture this diversity in utilization, particularly in larger 
and more complex organizations. Thus, a paradox is presented. On the one 
hand, unit measures are preferred to tap the differences in subunit appli- 
cations; on the other hand, a modal orientation is desired to avoid viola- 
tion of cross-level inferences. It is important to note that a modal orienta- 
tion is not simply a sum of subunit assessments. Glick (1980), in an insight- 
ful discussion of the problems of cross-level inferences, argued that although 
objectively there isan interdependence between the constituent parts and 
its larger unit, organizational-level constructs may have theoretical mean- 
ings and patterns of association that differ from. subunit-level constructs. : 

If relations across these two levels are of interest, cross-level discrepancies - 
can be avoided by selecting theoretical units and levels that match the units 

and levels of design, measurement, and analysis. Although the intent of 
' the present study is to assess the influence of the computer on the global | 
structure, or a modal orientation, the actual computer applications are the 
units of interest. Thus, a unit orientatión to technology is proposed to ap- 
‘praise the units’ influence on the modal structure. | 

Another important aspect underlying the extended conceptualization i is 
the notion that computerization can be represented as a continuum or 
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relative extent of usage rather than as simply whether the organization had 
a computer; whether it was on- or off-site; or by counting the number of | 
subunits or functional departments making use of the computer. In this 
way, both the extent and actual usage to which the computer is put can 
be appraised. To achieve a more precise measure that taps both of these 
dimensions, not only are multiple subunit measures necessary, but also as- 
sessments concerning the extent and manner in which the computer is used. 


. Structural Dimensions 


As Hedberg, Edsiróm, Muller, and Wilpert (1975) have ‘noted, the im- 
. plementation of computer technology has multiple effects. Significant 
changes are likely to occur in what Bakke (1959) has categorized as activ- 
ity variables (perpetuation, work flow, control, homeostasis) as well as 
changes in the structural dimensions that act as mechanisms to conduct, 
coordinate, and control work activities. Given the diversity of computer 
technology's influence and the contradictions that have been reported in 
thé literature, it seems prudent to confine the present study to one or a 
few dimensions that appear to be of critical importance. Two structural 
" dimensions that have been pursued in the literature are thus adopted in 
-` this study, not only as they represent elements for which the computer po- 
" tentially has far reaching impact, but also as the basis for comparing the 

results of previous studies with those resulting from the extended concep- 
tualization in this study. These. dimensions are the locus of decision authority 
and the division of labor. The theoretical importance of selecting these vari- 
ables is more apparent in the following discussions. 


Locus of Decision Authority 


Despite the general agreement that computerization presents manage- 
ment of organizations with new possibilities and alternatives in decision 
making practices, the issue of whether computerization tends to facilitate 
a centralization of authority within organizations or whether its potential 
for monitoring activities instead favors a decentralizing trend has yet to 
be resolved. Particularly for larger organizations, the notion that the com- 

` puter provides a means of collecting and processing large amounts of data . 
~ and information, thus enabling a small number of persons effectively to 
- control authority and decision making, has been forwarded by several re- 
searchers (Reif, 1968; Rourke & Brooks, 1967; Whisler, 1970). Opponents 
of this perspective (Blau & Schoenherr, 1971; Klatzky, 1970; Pfeffer & Leble- 
bici, 1977) have argued that it is precisely this capability of computers to 
gather and process information rapidly that facilitates decentralizing the 
. decision making. This group of researchers maintains that the computer's 

-potential for both routinizing activities and providing middle management 
with éasy access to information serves to strengthen mid-managers’ expertise 
_ by allowing greater discretion in decision making affecting their respective 
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functional areas. Upper management, once reluctant to release and delegate 
authority, now would feel more confident about decentralizing decision 
making, knowing that the computer can be relied on as a monitoring device 
capable of alerting them to the need for any necessary emergency action. 
This delegation then would free top management to concentrate on more 
pressing obligations. 

The inconsistencies in these two sets of literature would seem to provide 
little direction for hypothesizing the influence of the extended conceptual- 
ization. However, if viewed historically, the discrepancies may be partial- 
ly explained. Those studies dated after 1970 tend to support the trend toward 
decentralization; those dated prior to that time favored centralization. The 
difference between the two sets of findings may be a function of a learning 
curve (increased familiarity with equipment) or technical advancements of 
computer equipment. It seems reasonable to expect that organizations 
studied prior to 1970 were likely much less familiar with the innovative tech-. 
nology and their applications were constrained by the level of development 
of hardware and software. Thus, their usage of the computer perhaps was 
quite different from that in organizations included in later studies. As or- 
ganizations became more familiar with the computer, either through direct 
use or vicariously by observing others, and the sophistication of the equip- 
ment and software advanced, organizations were apt to become more adept 
at integrating it into their work processes. The adoption of this argument 
leads to the proposition that as computer applications become more per- 
vasive in the organization and are assimilated through the work flow pro- 
cess such that they become the predominate technology, upper manage- 
ment levels will be released from the day-to-day encumbrances of central- 
ized decision making. Thus, as the extent of computer utilization increases 
in subunit applications, the locus of decision authority will become more 
decentralized in the organization. 


Division of Labor - 


Proponents of computerization have argued that its implementation would 
lead to increased efficiency and cost reductions in organizations. In response, 
opponents have been concerned that the ‘‘opportunity cost’’ of that ad- 
vantage would be borne by personnel whose positions were eliminated 
^ (Roberts, 1973). Whichever perspective is adopted, most would agree with 
Whisler (1970) that computerization predicts radical changes in the struc- 
ture of departments, and groups within the company. At a minimum it 
can be argued the functional differentiation of the organization will be 
altered by the mechanical aspects of the computer that necessitate the crea- 
tion of new positions or retraining of personnel whose purpose is to operate 
the new technology (i.e., operators and programmers). Similarly, changes _ 
in functional specialization will result, reflecting the acquisition of new skills, 
knowledge, or expertise required by organization members to utilize the 
computer in the actual day-to-day work flow processes. As the integration 
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of the computer continues to permeate the organization, changes in func- 
tional specialization are apt to become even more pronounced as individ- 
uals become increasingly responsible for providing the interface between 
functional areas via the computer. Finally, a redistribution in the concen- 
tration of personnel, or a shift in functional diversification, is likely to oc- 
cur. This redistribution may transpire as a function of certain positions 
or even entire subunits assuming increased responsibilities (i.e., decision 
making), which necessitates the addition of personnel. As an example of 
this, conversations with journalists suggest that as a result of computer- 
ization, copy editors assume responsibilities once held by others, notably 
those in back-shop positions. Given the time constraints of publishing the 
newspaper, the copy editors find it difficult to manage the increased work 
load and still maintain satisfactory performance levels. The result is the 
addition of personnel at these positions. In some instances, the distribu- 
tion of labor may be modified further by the computer’s replacing person- 
nel. The resultant shift or variant dispersion of personnel across functional 
areas raises questions not only concerning future vocational skill require- 
ments, but also concerning the redistribution of organizational power. One 
might speculate, as DuBick (1978) has, that the proportionate increase or 
loss of personnel by subunits is an indication of that functional subunit’s 
importance to the organization. 

Scharek and Barten (1975) and Whisler (1970) provide some support for 
these arguments in their findings that implementation of EDP led to the 
replacement of departments and groups as well as the elimination of a sub- 
stantial number of lower level positions. The question of interest in the 
present study is whether these changes result from initial implementation 
of the computer or whether the computer’s integration into the work flow 
activities as the predominate technology will continue to influence the divi- 
sion of labor. It seems reasonable that initial implementation will result 
in the addition of technical personnel to service and program the computer 
or even the loss of clerical personnel whose duties have been automated. 
However, as the extent of usage and applications across the organization 
occurs as part of an integrative predominate technology, will distributions 
of labor continue to change? To explore this question it is proposed that 
as the extent of computer utilization increases, the division of labor as re- 
flected by functional diversification, functional specialization, and func- 
tional differentiation also will increase. 


The Influence of Organization Size 


Many of the early research efforts that examined the influence of tech- 
nology on organization structure considered technology as the imperative 
(Woodward, 1965; Zwerman, 1970). This approach has been subsequent- 
ly challenged by assertions that other contextual variables are more impor- 
tant determinants. Notably, the proponents of organization size (Child, 
1973; Hickson, Pugh, & Pheysey, 1969) have made conclusions similar to 


Blau et al.'s (1976) that organization size rather than production technology 
appears to exert the more significant influence on the division of labor and 
the organization. of work. The technology-size debate has been complicated 
further by indications that size may affect the way in which technology 
influences the concentration of authority (Blau & Schoenherr, 1971; Blau 
et al., 1976; Hickson et al., 1969), formalization of rules and procedures 
(Child, 1973; Samuel & Mannheim, 1970), and the division of labor (Blau 
et al., 1976). For the present study this presents a more relevant question 
than the resolution of the size-technology imperative debate—to what ex- - 
tent does size mediate the relationship between increasing computer utiliza- 
tion and the organization’ s structure? Hickson et al. (1969) argued that 
the closer technology is to the actual work flow of the organization, the 
greater its influence on structural characteristics. Thus, technology would 
have a greater influence in small organizations than in large ones. Extend- 
ing this line of reasoning leads to the question of whether the level of com- 
puter usage.in the organization interacts with organization size in explain- 
ing the relationship between technology and structure. For example, does 
the computer’s use in production in small organizations have a greater in- 
fluence on structure than in large organizations? Similarly, does its use in 
production differ from its use in newsroom or personnel tasks according 
to size? The findings in the literature indicating size as a moderator have 
. not dealt specifically with the computer as the technology. Thus little guid- 

„anceis available for formulating specific theoretical propositions. The ap- 
l proach to thè. size-technology interaction. question in pug study therefore 
is i ase in nature. 


| . Method 
Research Setting - 
For many Sinica d ir eximie: banks, insurance companies, 
and oil refineries—the possibility that the computer is represented in each 
‘of Khandwalla’s (1977) work aspects is realized. Although many of these 
organizations could be used to test the extended conceptualization of the 
computer, the pervasive integration of the computer in newspaper organi- 
zations makes it an ideal industry to study. 

The adaptation of computer technology to the newspaper industry began 
in the printing function, or “‘back-shop,’’ of newspapers during the early 
1960s. What was a labor-intensive process; cumbersome, dirty, time- 
consuming, and above all costly, became an automated system, cost-efficient 
in: terms of both time and money (Winsbury, 1975). 

The technological. advancements of the.composing/ production depart- 
ments, radical as they were, simply hinted at what was to come. Indeed, 
the computer was not to be kept in the '*back-shop'* or in data-processing 
activities, but it was to permeate the entire newspaper organization and 
invade even the final bastion—the newsroom. The impetus of'this 
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permeation was the cathode ray tube (CRT) or video display terminal (VDT), 
whose introduction was typified as ‘‘the start of a chain reaction which 
would revolutionize newspaper production" (Bagdikian, 1971, p. 7). 
Today's computerized newspaper can aptly be described as a complete inter- 
linking system. | 

Specifically, in terms of Khandwalla's (1977) definition, the computer 
controls the work flow process through its control of the task sequence; 
for example, reporter input to editing, to makeup, to typesetting and print- 
ing. Its representation as operations technology is apparent when noting 
the extent to which the tasks are accomplished through use of the com- 
puter: the reporter's inputting stories via video display terminals, the editing 
of those stories on similar devices, the computerization of typesetting, pagi- 
nation, printing, addressing, and even routing. Finally, the computer's con- 
tinued use as information technology is readily seen in its utilization in book- 
keeping, accounting, interoffice communications and many other data pro- 
cessing activities. The computer's integration into each of these aspects of . 
technology serves as the justification for contending that for this industry, 
the computer can be construed as the predominate organizational tech- 
nology. 


Sample 


An intracomparative field study was used to gather data from a national 
sample of daily newspapers. Because size, as well as technology, was a major 
variable of interest, a stratified random sample of daily newspapers was 
selected from Editor & Publisher 1979 Yearbook (1979). The stratified pro- 
cedure was chosen rather than a simple random sampling because the size 
distribution of daily newspapers does not follow a normal distribution. In- 
deed, there are more than twice as many small newspapers as medium sized 
and almost four times as many medium sized as large papers. The stratifi- 
cation scheme adopted grouped newspapers as follows: 0-25,000 circula- 
tion; 25,001-100,000; over 100,000. Questionnaires were sent to the manag- 
ing editors of the selected newspapers. Usable questionnaires were returned 
by 68 organizations, representing a 21 percent return rate. Although the 
response rate was somewhat low, tests of sample bias indicated that the 
respondents represented the larger sample. Specifically, published data were 
available for three key variables. These data were used to perform t-tests 
comparing the nonrespondents and respondents on organization size.(for 
all three size categories used in stratifying the population), organization 
age, and number of video display terminals. No significant differences were 
found. To the extent that these variables can be viewed as representative 
of other variables in the study, the respondents can be said to represent 
the sample. 

The use of the stratified sampling procedure required that a counter- 
weighting adjustment be made before data analysis to maintain the repre- 
sentativeness of the sample to the population. This weighting was a function 
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of both the original sampling frame and the rate of response. An advan- 
tage of the stratified procedure is that the number of observations in the 
total sample is allocated among the strata in proportion to the relative num- 
ber of elements in each stratum of the population. Thus this proportional- 
ity must be reflected in the analysis. Furthermore, because the rate of re- 
sponse within each category is rarely equal, this difference also must be 
accommodated. The absence of sample bias within each size category, as 
discussed above, adds to the confidence that this counterweighting scheme 
results in a format that reflects the population. 
, Means were substituted for missing data on independent variables. 


Operationalizing the Extended Conceptualization 


Six variables were used to examine the extent of computer usage. Through 
interviews with practicing managing editors and journalism educators not 
included in the survey sample, specific tasks were identified that are per- 
formed in producing newspapers. The first five measures of computer usage 
were a listing of these tasks grouped under five headings representing the 
functional departments wherein the tasks. are normally accomplished. The 
managing editors in the survey were instructed to indicate the extent to which 
each of the individual tasks is accomplished by using the computer on a 
6-point scale ranging from ‘‘not at all’’ to *'all the time.’’ The editors also 
indicated any tasks that were not applicable to their particular production 
process by marking N/A. To standardize scores, the responses within each 
category or subunit were summed and then divided by the number of utiliza- 
tion responses. In this way, not only was a measure of the extent of usage 
possible, but also an assessment of how the computer was being used. Re- 
liability analysis yielded the following alpha values: use in editorial/news- 
room, .67; use in advertising/classified, .78; use in production, .62; use 
in circulation/distribution, .89; and use in administration, .68. — 

The sixth measure of computer usage was the number of video display 
. terminals or cathode ray tubes within each newspaper. The source for these 
data was the Specification Data (1979) on newspaper production equipment. 


Assessing the Concentration of Authority 


The inconsistent findings in the locus of decision making literature sug- 
gest that the concerns that dictated using multiple measures of technology 
also- were relevant in questioning previous methods of assessing concen- 
tration of authority. Grinyer and Yasai-Ardekani (1980) have argued that 
centralization or decentralization may depend in part on the subject with 
which the decisions are concerned. As such, they concluded, measures re- 
sulting from a summation across various decision subjects, such as those 
` used by the Aston group, may be quite misleading. 

Concerned that decision topic may influence the impact of computer- 
ization on locus of decision making, key decisions commonly made in the 
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| production of daily newspapers were identified. from the literature review | 
and interviews with practicing journalists and journalism educators. The 
resulting 26 key decisions were grouped into three topic categories: pro- 
. duction decisions, news decisions, and personnel decisions. Separate mea- 
 süres then were formulated for each, topic area. 

Decision making was assessed using a six level organization pyramid (one 
corresponding to the uppermost level and six to the lowest) originally used 
by Blau et:al. (1976). Managing editors were asked to indicate at which 
levels within their organization a particular type of decision was made. In 
the event that decision making was shared equally by two or more levels, 
instructions were given to circle each level. Grouped under production deci- 
sions were 6 decision items; under news decisions, 16 items; and under per- 
sonnel decisions, 4items. Examples of the items follow (the complete ques- 
tionnaire is available from the author): P 

Production | 

—Determines pace of production. work (work load and necessary number 

of personnel Meo 

News >- 

— Allows emergency changes i in deadlines and “extra” editions. 

—bDeterminés "play" b major news stories (space, position, photos). 

Personnel . 

—Determiries salary ranges for reporting staff. 

Decision topic scores were computed by first summing the a asso- 
ciated with the levels involved in a particular decision and dividing by the 
number of decision items listed within each decision category. In.this way, 
- low values corresponded to increasing centralization. Reliability analysis 
yielded the following alphas: production decisions, .70; personnel decisions, 

.87; and news décisions, .81. - 

Although the reliability analysis provides niomat on the internal Sons 
sistency of the key informant's perceptions, the use of only one informant 
per organization:precludes assessing the extent of perceptual agreement 
among respondents within an organization. The extent to which this is a 
concern may depend on how controversial.or debatable the issue being ad- 
dressed is (Seidler, 1974). Reporting on the addition of personnel or the . 
number of new positions created would hardly qualify as controversial. 
Some question might be raised, however, concerning the issue of central- 
‘ization. As a result of instructions included in the questionnaire directing .. 


` -the managing editor to consult other individuals in tlie organization if nec- . 


essary, three different groups responded to the questionnaire (albeit for 
different organizations). These groups represented different hierarchical 
levels in the organizations: managing editors, editors, and systems person- 
nel. Comparisons of the centralization measures using one-way ANOVA 
indicated no significant differences among the three groups (F= .48 pro- 
duction decisions; F= .77 personnel decisions; F= 1.53 news decisions). Be- 
cause the perceptions of decision locus do not appear to vary across hier- 
` archical level, aggregations of respondents within organizations would likely- 
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produce similar results. Beihipi the specific. decision questions included 
in.this study were not mias producmg; Thus, the use of a single informant 
seems acceptable. | | 


Division of Labor | 


Samuel and Mannheim (1970) distinguished three components of i impor- 
tance in studying the division of labor: (1) functional differentiation; 
_(2) functional diversification; and (3) functional specialization. Functional 
differentiation refers to the degree to which work is segmented into categories 
of work or jobs. Thus, one can specify various jobs within organizations 
and count their total number. The second component, functional diversi- 
fication, refers to the distribution of personnel across subunits within the 
organization. Finally, functional specialization is the extent to which the 
work requires specialized skills versus the extent to which it requires relatively 
simple skills. — 

It has been argued that all three of these dimensions are likely to be in- 
fluenced by extended computerization, but characteristics of the sample 
chosen indicate that functional specialization may not be as relevant in the 
present study as are. the other two dimensions. Specifically, because orien- | 
tation and initial training sessioris normally are provided to newspaper per- - 
sonnel by hardware suppliers on adoption of the computer system, little 
differentiation in functional specialization is likely to be discerned. In ad- 
- dition, the uniformly high level of professionalism in newspaper organiza- 
tions characterized by over 75 percent of the editorial and marketing staffs 
in prominent daily newspapers being college graduates (J ohnstone, Slawski, 
& Bowman, 1976), along with the established apprenticeship/journeyman 
programs in production departments, reinforced the notion that functional 
‘specialization would not be as discriminating an indicator in newspaper 
organizations as it would be in other industries. For the present study, then, 
functional differentiation and diversification were emphasized. . 

‘Functional differentiation was.assessed by asking respondents whether 
or not new positions had been created that required writing new job de- 
- scriptions (yes/no). If responding yes, the respondents were further in- 
structed to provide the new position title and primary responsibilities. The - 
measure of diversification concerned whether. or not computerization re- 
quired additional copy editors (a dummy variable). Rather than being an 
indication of new positions, this measure is an assessment of adding per- 
sonnel to currently existing positions, or a measure of concentration. 


i 


Sie 


Researchers recently have expressed concern that size has previously been 
defined too globally and is more likely a multidimensional construct (Gupta, 
. 1980; Kimberly, 1976). Following this lead, two measures of size were in- 
cluded in the study: the number of full time personnel and the circulation 
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size of the newspaper. Additionally, several studies have suggested a curvi- 
linear relationship between size and other organizational variables (Child, 
1973; Hickson et al., 1969; Indik, 1964). One common way of dealing with 
these relationships has been the use of log transformations (Kimberly, 1976). 
Based on these findings and preliminary data analyses using polynomial 
regressions, the log of each size measure was adopted. Circulation data were 
obtained from the Editor & Publisher 1979 Yearbook (1979). Number of 
full time personnel was reported by the managing editors. 


Analytical Procedures 


Moderated regression analysis (Allison, 1977; Arnold, 1982; Peters & 
Champoux, 1979) was used to test the moderating effects of organizational 
size on the technology-structure relationships. Moderated regression en- 
tails the hierarchical regression of the dependent variable on the indepen- 
dent variable, the moderating variable, and the product of the moderator 
and independent variables. If the product term contributes to a significant 
increase in R*, an interaction effect has been identified. Significant inter- 
actions were examined further using a procedure advanced by Cohen and 
Cohen (1975). Because the presence of a significant interaction would in- 
dicate that the effects of technology were different for some sizes of orga- 
nizations than others, main effects tests were appropriate only after the 
interactive tests. If significant interactions were not evident, simple mul- 
tiple regression analyses were used to test the main effects hypotheses. 


Findings 


The means and standard deviations along with the zero-order correla- 
tion coefficients for measures of technology, size, and the structural vari- 
ables are displayed in Table 1. Despite any unique explanation that may 
have been provided by the theoretical differentiation between the size mea- 
sures, the extremely high correlation between them (r= .83) introduces the 
problem of multicollinearity. The consequence of the collinearity is that 
if both variables are included in the same simultaneous regression model 
the coefficients produced may be highly misleading (Cohen & Cohen, 1975). 
One way of dealing with the problem is to use only one of the variables 
to represent the common underlying dimension. 

In selecting the measure to retain, circulation size was chosen for two 
reasons. First, the higher correlation coefficient between personnel and 
number of video display terminals (r = .73) again introduced the possibil- 
ity of multicollinearity, the magnitude of which is lessened by using circu- 
lation size (r = .63). The second reason was Kimberly's (1976) suggestion 
that the personnel component is more relevant to the issues of social con- 
trol, whereas activity volume and physical capacity are more relevant for 
questions concerning work structure. Thus, circulation size was included 
in subsequent analyses as the measure of organizational size: 
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Table 
Regression Analysis of Technology 
News Decisions Personnel Decisions 
Variables Added Unstandardized Unstandardized 
to the Equation Coefficient R F Coefficient R? E 

Step 1: 

Log circulation (size) 1428 13 8.80 1228 06 4,28 
Step 2: 

Log circulation (size) .113* .154 

Video display terminals .001 -.002 

Use in administration .012 -.017 

Use in advertising .091* .058 

Use in circulation .066* -.020 

Use in production -.018 045 

Use in news room -.196* ~.042 

37 4.49* 10  .98 

Step 3: 

Log circulation (size) .050 .365 

Video display terminals .053 .043 

Use in administration .549 .772 

Use in advertising -.512 .820 

Use in circulation .569 -.462 

Use in production .363 -.441 

Use in news room -1.566 .069 

Size x video display terminals -.0052 -.004* 

Size x use in administration -.060 -.071 

Size X use in advertising .050 -.084 

Size x use in circulation -.056* .040 

Size x use in production -.034 .047 

Size x use in news room .142* -.007 

(Constant) 3.204 -.954 

.63 6.07** .35. 2.39" 
*Unstandardized coefficient twice its standard error. 
*p> 0S 
**p«..01 


Moderated Analyses 


Table 2 presents the results of the moderated regression analyses. Tests 
of R? increase revealed that organization size significantly moderated the 
technology locus of news-decision relationship and the technology locus 
of personnel-decision relationship. Additionally, size significantly moderated 
the relationship between technology and two of the division of labor vari- 
ables: new copy editors (functional diversification) and jobs with new de- 
scriptions (functional differentiation). It is noteworthy that across these 
four analyses the way in which the computer was actually used differen- 
tially contributed to the interactions. 

The significant interactions were examined further using a procedure ad- 
vanced by Cohen and Cohen (1975) in which the overall regression equa- 
tions were broken down to illustrate each technology coefficient in terms 
of size. Because each equation represents a family of equations, various 
values of the moderating variable could be substituted into the equations in 
order to observe changes in the technology coefficients. For illustrative pur- 
poses, values of size were arbitrarily chosen to equal one standard deviation 


v 
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2 i o 
and Size on Structure 


Production Decisions -- `. Neéw`Copy Editors -Jobs with New Descriptions 





Unstandardized - ''* ' Unstandardized i Unstandardized ` 
Coefficient R? F pe dent R F Coefficient R? F 
035 01 .28 230°. . .27 20.74 .167* 5 9.86 
-.105 .140* 16 
003 .001 002 
-.032 .013 -.020 
.147* .073 —-.064 
.106 0894 116* 
024 -.l09* - -.103 
-.063 l ; .004 —,090* 
J5 129 /—— 42 $24* 45 601** 
-.097 -.119 -.054 
007 .008 026 
-.056 -,607 -.637 
122 .937 -.087 
-.139 .610 - 766 
081 -1.294 - 
-.084 -.525 -1.386 
~,001 -.001 -.002 
001 .064 056 
001 -091 , -.019 
001 -.053 -.066* 
-.001 4225 -.004 
-.001 .062 200. qae 
3.117 , 1.308 | 1317 - 
-18 .77 555  4.19** 58 4.76** 


- (s.d.) above the mean, at the miean, and one below the mean. These valües 


were substituted into the equations displayed in Figures 1 through 4 pro- 
viding an illustration of the technology-structure reatonsip at varying 


. levels of size. 


Substituting these values into the equations demonstrates that. although 
the impact of the number of- video display terminals and the computer's 
use in administrative tasks on centralization of news and personnel deci- 
sions increases as size increases; the computer’s use in the other subunits 
differentially influences news and personnel decisions. That is, as size in- 
creases, use in circulation and production predicts a centralization of news 
decisions and a decentralization of personnel decisions. Similarly, use in 
advertising and newsroom tasks predicts a centralization of personnel deci- 
sions and a decentralization of news decisions. With the exception of the 
computer's use in production tasks, the diréction of the relationship be- 
tween computerization and subunit usage is the same for both new copy 
editors and jobs with new descriptions across all three size categories. 

The apparent anomalies in thése equations become even more evident 
when.viewed at various levels of technology. For illustrative purposes, values - 
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of technology levels weré chosen to represent low, medium, and high levels 
of usage; one s.d. above the mean, at the mean, and one s.d. below the 
mean for the USE variables and 6, 24 and 50 for the video display terminals 
(which represented VDT values at the 20th percentile, the median, and the 
80th percentile in the distribution). The results of this procedure are depicted 
in Figures I through 4. 


Figure 1 
A Graphic Illustration and Regression Equation of 
the Interaction for News Decisions? 


Decentralized 
Large organization 
News 
Decisions 
Medium organization 


Centralized |Small organization 





M 
Technology 


*News decisions = (.053 — .005 size) VDT + (.549 — .060 size)Useadmin + (~.512 + .050 size)Useadv 
+ (.569 — .056 size)Usecirc + (.363 — .034 size)Useprod + (-1.566 + .142 size)Usenwsrm + (3.204 + .050 
size). VDT = video display terminals; Useadmin = use in administration; Useadv = use in advertising; 
Usecirc — use in circulation; Useprod - use in production; Usenwsrm = use in newsroom. 


The trend toward centralization of news decisions in large and medium 
sized organizations as graphed in Figure 1 supports previous research by 
Whisler (1970) but contradicts portions of the Aston group's research (Hick- 
son et al., 1969). Hickson et al. (1969) contended that in cases in which 
technology is least integrated, authority tends to be concentrated at the apex 
in boards or with the chief executive and, furthermore, that technological 
integration refers explicitly to work flow activities. Given the nature of the 
work process in newspaper organizations; news decisions clearly are a cen- 
tral part of the daily work flow activities and thus, according to the Aston 
group, should be centralized when the level of computer usage is low. In- 
stead, the findings illustrated in Figure 1 for large and medium sized orga- 
nizations support Whisler's contention that increasing computer usage, par- 
ticularly in circulation and newsroom tasks, and increasing the number of 
video display terminals provides the means for processing large amounts 
of data and information such that a small number of persons can effec- 
tively control the news decision making process. In small organizations, 
however, Figure 1 indicates that increased usage facilitates a decentraliza- 
tion trend. 

One explanation for this conforms to the Hickson et al. (1969) finding 
that the structure of small organizations would be influenced by technology 
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to a greater extent (and, thus, decision making decentralized) because the 
components of small organizations are much more apt to be-closely involved 
with the work flow processes. A second explanation may be that increas- 
ing computer utilization in small organizations is reacted to by segmenting 
or specializing decision making functions. Managers at the upper levels of 
- the organization respond to the potential of increased access via video display 
terminals by actualizing the control potential of the system. In small orga- 
nizations, where utilization is even greater, economies of scale may prevail 
such that those at the top relinquish decision control and it becomes more 
decentralized. — - 

Another way of viewing these findings is within the context of uncer- 
tainty reduction. Pfeffer (1978) suggested that the reduction of uncertain- 
ty occurs through the control of information from a central position in 
the organizational communication network. For large organizations, and 
to a lesser extent medium sized ones, management is more removed from 
the day-to-day work process. In such instances, the computer may act as 
the control mechanism providing these decision makers the means of keeping 
their fingers on the **pulse" of the work, thus reducing uncertainty. In small 
organizations, whose personnel are a more active part of the work pro- 
cess, their proximity may supplant that advantage of the computer. 

An examination of Figure 2, in which personnel decisions is the depen- 
dent variable, reveals only partial support for the previous finding that in- 
creased automation or computerization promotes decentralization of deci- 
sion making, particularly hiring decisions (Klatzky, 1970). The graph indi- 
cates that this trend is supported in small and medium sized organizations, 
but the opposite is evident in large organizations. This suggests that certain 
aspects or capabilities of the computer, which would lead to a centralization 


Figure 2 
A Graphic 1 Illustration and Regression Equation of. 
the Interaction for. Personnel Decisions’ 





M. 
Technology 


*Personnel decisions = (.043 — .004 size) VDT + (.772— .071 ——Á 820 — .084 size)Usendv 
. E (7.462 + .040 size)Usecirc-- (-.441 + .047 size)Useprod + (.069 — .007 sizejUsenwsrm + (-.954 + .365 
size). VDT = video display terminals; Useadmin — use in administration; Useadv = use in advertising; 
Usecirc — use in circulation; Useprod = use in production; Usenwsrm — use in newsroom. 
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of personnel decisions, prove more advantageous for large organizations. 
This capability is quite likely the informational capacity of the computer 
as it concerns-personnel matters, which is facilitated by the number of video 
display terminals. Not only would the increased specialization of skills in 
large organizations require more voluminous records regarding specific job 
requirements, but also large organizations are apt to be more susceptible 
to federal regulations concerning labor laws, discrimination, and pension 
programs that would require more detailed record keeping. As the number 
of video display terminals increases, facilitating this record keeping pro- 
cess, decisions regarding personnel matters in large organizations are apt 
to become increasingly centralized into the hands of a few. Hence, rather 
than relinquishing control of personnel decisions to many parts of the or- 
ganization as size increases, the access represented by the remote terminals 
allows centralized control and coordination. 

Figure 3 provides graphic illustration of the iechinologvaize interaction 
` with functional diversification (new copy editors) as the dependent vari- 
able. The graph indicates that for all sized organizations, at higher levels 
of computer utilization the addition of new copy editors is more pronounced. 
This trend, however, is more pronounced in large than in medium or small 
organizations. A review of Table 2 suggests that the differentiating factor 
in this interaction involves the computer’s use in production tasks. This 
- supports the initial assumption made in hypothesizing the main effect rela- 
tionship between computerization and functional diversification. The ra- 
tionale underlying the hypothesis was that as a result of computerization, 
responsibilities once held by others (in particular those in ‘‘back-shop’’ pro- 
duction tasks) would shift to others, notably copy editors. In turn, in order 
to maintain satisfactory performance levels, additional copy editors would 


Figure 3 
A Graphic Illustration and Regression Equation of 
the Interaction for Functional Diversification* 
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"Functional diversification —-(.008 —.001 size)VDT --(-.607 + .064  size)Useadmin + (.937 — .091 
size)Useadv --(.610 —.053 size)Usecirc + (-1.294 +.122 size)Useprod + (-.525 + .062 size)Usenwsrm 
(1.308 — .119 size). VDT = video display terminals; Useadmin = use in administration; Useadv = use 
in advertising; Usecirc = use in circulation; Useprod = use in production; Usenwsrm = use in newsroom. 
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become necessary. The trend graphed in Figure 3 provides support for this 
assumption. The graph indicates that at higher levels of computer utiliza- 
tion, the number of new copy editors predicted is also greater. The slope 
for small organizations, at low and medium levels of usage, may indicate 
that transferred responsibilities are shared by several positions rather than 
concentrated at the copy editor position. This interpretation is consistent 
with the practice of people in small organizations often wearing several hats, 
and thus personnel performing these duties are likely not identified as copy 
editors per se. | 

Figure 4 displays the technology-size interaction with functional differ- 
entiation (jobs with new descriptions) as the dependent variable. The graph 
indicates that as computer utilization increases, the number of jobs with 
new job descriptions increases across all three size categories. This increase 
is most pronounced in small and medium sized organizations. The signifi- 
cance of this finding is clarified by examining precisely what is meant by 
the term ‘‘jobs with new descriptions.’’ Survey respondents who indicated 
that new positions had been created in their newspapers since installation 
of the computer were further asked to list the new position titles and the 
primary responsibilities. As predicted, implementation of the computer re- 
sulted in new editor positions (i.e., News Systems Editors, Copy Editor, 
News Editor, Copy Desk Supervisor, and Advance Editor), but the major- 
ity of the titles indicated that the new positions were in response to the 
mechanical aspects of computerization (i.e., D;P. Manager, Computer Op- 
erator, Technical Service Operator, Systems Manager, etc.). The slopes for 
small and medium sized organizations suggest that the addition of these 
: positions is proportionately greater at medium and high levels of usage. 
For large organizations, the addition is a more gradual increase across the 


. Figure 4- 
A Graphic Illustration and Regression Equation of 
the Interaction for Functional Differentiation* 
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three levels of usage. One interpretation of this interaction is that for large 
organizations the addition of new positions may depend not so much on 
the extent of utilization but on the implementation or adoption of the system 
itself. Small and medium sized organizations, conversely, delay adding these 
technical positions until the extent of utilization is more pronounced. 


Main Effects Tests 


To assess the influence of the computer on the dependent variable for 
which size was found not to moderate the technology-structure relation- 
ship; the measure was regressed on the six technology measures as well as 
organizational size. The results of this simple multiple regression are pre- 
sented in Table 2 corresponding to step two. 

Only minimal support was provided for the hypothesis that as computer 
utilization increases, the locus of decision authority will become central- 
ized in the organization. The computer’s use in advertising tasks (8 =.147) 
was the only technology variable to predict significantly the locus of pro- 
duction decision. A comparison of the findings from.this analysis with those 
concerning locus of news and personnel decisions reveals that whereas or- 
ganizational size had a. major impact on the other decision making mea- 
sures, in the form of moderating the technology-structure relationship, size 
had no significant effect on the locus of production decisions. 


Conclusions 


. The intention of this study was to assess whether the modal structure 

of an organization is influenced by computerization: (1) when the com- 
puter is viewed as the organization's predominate technology with the poten- 
tial for affecting the entire work flow process; (2) when multiple measures 
operationalized as unit indices capable of assessing the extent and type of 
computer applications were used; and (3) when a sample was selected in 
which the computer represented various forms of technology as well as vary- 
ing degrees of utilization. The findings suggest mixed success. 
. Although the relative impact of computer technology on the locus of deci- 
sion.making and division of labor dimensions was shown to be directly re- 
lated to specific tasks for which the computer is used, results.of the data 
analyses also revealed that size of the organization moderated the technol- 
ogy-structure relationships. Furthermore, the way in which size influenced 
each of these variables was not the same. 

Specifically, of the three locus of decision variables considered, size mod- 
erated the technology-news and technology-personnel decision relationships. 
Whereas the number of video displays was the only technology variable 
that appreciably contributed to the locus of personnel decision relation- 
ships, use in circulation and newsroom tasks also influenced the locus of 
news decisions. Neither size nor technology had a significant influence on the 
locus of production decisions. Size moderated the influence of technology 


1984 : s 255  - Carter a bon ' 267 


on both of the division of labor variables considered: the addition of new 
"copy editors and the:number of jobs with new descriptions. Whereas use 
in circulation and use in newsroom tasks were the major. contributors to 
. the technology-size influence on.jobs with new descriptions, use, in pro- 
duction was the greatest influence on the number of new copy editors. The 
inconsistencies of these findings suggest that the use of multiple indicators 
for both technology and the locus of. decisions was useful in isolating in- 
fluences that may have been masked i in global measures. However, the dif- 
ferential relationships provoke the need for further investigation and ex- 
planation. 

First, the finding that locus of decisión siding’ is | predicted by differing 
. unit technology measures rather than by.personnel decisions suggests that 

' the continuation of Grinyer and Yasai-Ardekani's (1980) work.on identi- 

 fying dimensions of decisions is warranted in future research. In addition 
to specifyirig domain topic; it may prove useful to distinguish strategic from 
..factical.decisions within the topical areas. ^ 

Second, the differential influence of the computer applications across 
the dependent variables raises the question of whether some aspects of the 
. work process are more amenable to being **programmed" by the computer 
than others. The key concern in determining work processes or decisions 
that can be programmed depends’ on.the degree of routinization possible: 
(March. & Simion, 1958). In turn, the degree of routinization relies on the 
task environment (Perrow, 1970). The greater the uncertainty in the task 
environment, the less routinization possible. The question then becomes, 
for which tasks does the computer facilitate processing, coding, and for- - 
matting environmental information such that uncertainty is absorbed and ` 
programmed activities or decisions are possible? 

For the present study it seems plausible that decisions regarding print- 
- ing requirements, paste-up specifications, and typesetting criteria involve 
. less uncertainty and, in turn, are more programmable than are activities 
and tasks for which news and personnel decisions are required. Thus, the 
computer's use in production activities can be said to facilitate uncertainty 
reduction toa prea ERR than can its use in newsroom or r administrative ^. 
The. implication of this explanation: is that the sinan of the. organiza- a 
tion may depend not only on the degree and type of computer applications 
but also on the extent to which the computer facilitates uncertainty absorp- 
tion. Robey's (1977) assertion that under stable task environment condi- 
tions, computers tend to reinforce centralization, but under dynamic con- 
ditions decentralization is facilitated, supports this. contention. 

Finally, attention needs to be focused on the level in the organization 
at which specific tasks are performed. For example, in the present study 
the computer's use in administrative tasks (representing-work processes at 
the upper levels of the organization) had little influence-on the dependent 
variables. Its use in those activities.that represented the mid or lower levels, 
however, had predominate and differential influence. To what extent this 
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indicates that some applications influence the modal structure and others 
have more relevance at the subunit level is still open to question. In small 
organizations, in which hierarchical levels are compressed and each is re- 
spectively closer to the primary work process, it seems reasonable to sup- 
pose that the applications of the computer will more pervasively influence 
the overall structure. In medium and large organizations one would expect 
the work process to be more differentiated. Economies of scale derived from 
the computer usage then likely would be more specific for the subsystem 
housing the application. 

Banbury and Nahapiet (1979) began this investigation in their distinc- 
tion between automated and craft-based primary subtasks. In automated 
subtasks, they contended, control decisions contain zero uncertainty and 
hence are completely programmable. For craft-based subtasks, however, 
the actions cannot be specified and therefore the control decisions are non- 
programmable. In addition, they have suggested that although organiza- 
tion size will influence some subsets of an organization more than others, 
size is least likely to influence the subtask level in which there is moment- 
by-moment control. Instead, this level, which they refer to as the ‘‘engineer- 
ing criteria,’’ is more likely to be influenced by technology. The present 
study is a step forward, but future research must be increasingly sensitive 
not only to the operationalization of contextual variables, but also to the 
extent and manner in which the computer is used and the programmability 
of the tasks to which its utilization is applied. 
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In a study of decision maker beliefs about the causes 
and effects of structure, .a high level of agreement was 
found between the cognitive maps of a group of MBAs 
and a group of full time practicing managers concerning 
the overall causality of context, structure, and perfor- 
mance variables. 


A cent-al question in the study of organizations is, Why do organiza- 
tions have different structures? One perspective on this question, the 
structure-contingency perspective (Pennings, 1975), holds that the struc- 
ture of an organization is dependent on its context. That is, organization 
structure-is a variable whose value is contingent on the setting in which 
the orgarization is located such that differences in contexts produce dif- 
ferences m structure. In this regard, research has shown that variation in 
organization structure can be explained by variations in such context fac- 
tors as size, technology, and environmental uncertainty (Ford & Slocum, 
1977). Because the structure-contingency perspective holds that organiza- 
tion perfermance is a function of the appropriateness and tightness of the 
“fit” or alignment between context and structure, the motivation for the 
linkage between context and structure is that of performance (Lawrence 
& Lorsch, 1967; Thompson, 1967). Accordingly, understanding an orga- 
nization’: structure requires understanding and knowing (Weick, 1979) the 
organizamon's context and the uncertainty that context generates. 

A critizism of the structure-contingency perspective is that it is essen- 
tially a di-ect stimulus-response model (context is the stimulus and structure 


‘Portion: of this paper were presented at the 1982 Annual Meeting of the American Institute for 
Decision Sci-nces, San Francisco. The authors wish to acknowledge the very helpful comments of the 
reviewers of this paper. 
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is the response) that fails to take into consideration those who have the 
power to direct organizations (Bobbitt & Ford, 1980; Boulding, 1956; Child, 
1972; Galbraith, 1977). Although it identifies situational factors that are 
likely to influence structure, and alignments between context and struc- 
ture that are associated with different levels of performance, the structure- 
contingency perspective does not explain the process(es) or mechanism(s) 
through which these factors are translated into structure or better perform- 
ing alignments evolve (Miles, 1982). Rather, rational processes for the link- 
ages are inferred post hoc (Benson, 1977). 

In response to this criticism, several writers have advocated the inclu- 
sion of decision maker choice as a determinant of structure (Bobbitt & Ford, 
1980; Child, 1972; Galbraith, 1977; Montanari, 1978). Bobbitt and Ford 
(1980), for example, argue that structure is the consequence of a decision 
problem that is influenced by the cognitive and motivational orientations 
of the decision maker(s). Cognitive orientation refers to the *'systems for 
the organization of information, observation and thought in the process 
of individual and group problem-solving,’’ and motivational orientation 
refers to the ''systems for the organization of values and evaluation in the 
process of individual and group problem-solving"" (Solo, 1967, p. 361). 

One characteristic of decision makers that involves both cognitive and 
motivational orientations, and thus may be particularly significant as a 
source of influence in decisions pertaining to structure, is decision maker 
beliefs about the causes and effects of structure (Beyer, 1981; Bobbitt & 
Ford, 1980; Boulding, 1956). On the one hand, such beliefs act as filters 
on how decision makers see the world by serving to explain the how's and 
why's of events (i.e., cognitive orientation). Beliefs rationalize a decision 
maker's understanding of the world and influence perceptions by focusing 
attention on particular events and providing an interpretation for those 
events (Beyer, 1981). Such focusing and interpretation, however, may lead 
to incorrect attributions and inappropriate actions. Research on organiza- 
tion failure and crises, for example, has shown that managerial beliefs about 
cause and effect are instrumental in these occurrences (e.g., Hedberg, Ny- 
strom, & Starbuck, 1976). Therefore, decision maker beliefs about cause 
and effect may result in causality being attributed to the wrong contextual 
factor(s) or to a misinterpretation of how a contextual factor has changed 
and its subsequent implications for structure. 

On the other hand, beliefs about the causes and effects of structure also 
influence action (i.e., motivation orientation). Haberstroh and Gerwin 
(1972), in their model of strategic decision making, indicate that beliefs 
are pervasive in the decision making process, influencing perceptions as 
well as strategic choices. Sproull (1981) indicates that beliefs about work 
processes and technologies, organization identity, and environmental char- 
acteristics all influence the actions that occur in organizations by serving 
as guides for future action and justification for past actions. Similarly, the 
research on values indicates that decision maker values influence decision 
maker choices (England, 1967; Hegarty & Sims, 1978). Therefore, not only 
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, will beliefs influence how, if at all; contextual factors are viewed, they also 

` will influence how décision makers may cope. 

In summary, the decision maker choice perspective holds that structure 
is the consequence of decision maker choice that may or may not take into 
_ account the organization's contextual situation. Rather than assume the 
direct and rational linkages between context and structure implicit in the 
structure-contingency perspective, the decision maker choice perspective 
holds that the linkage between context and structure is through decision 
makers. Consequently; it is the characteristics of the. decision maker(s) and 
the decision making process that determine the. relationship between con- 
text and structure. To understand this relationship it is necessary to under- 
stand decision. maker beliefs.. '. 

In light of these considerations, this paper examines decision makers” 
beliefs about the causes and effects of structure. More specifically, this study 
‘examines the extent to which decision makers’. beliefs about the causes and 

: effects of structure correspond to-the Context structure performance 

(where — implies cáusality) perspective evidenced in current organization 

3 theory literature. To determine decision maker beliefs about the causes and 
effects of structure; the technique of cognitive. mapping (Axelrod, 1976), 

also referred to as influence diagrams E 1982; Hall, 1978; Roos 

& Hall, 1980) was used. 

"' Cognitive mapping has been used extensively in |the areas of. foreign policy 
i analysis and environmental psychology, but it has been virtually ignored 
in organization theory (see Bougon; Weick, and Binkhorst, 1977; Hall, 1978; 

. and Roos and Hall, 1980, for exceptions). In essence, cognitive mapping, 

as used here, is a method by which a researcher | can graphically represent, - 
in a manner analogous to a: path analysis diagram, an individual respon- 
dent's assertion of causality among a set of variables. As Axelrod indicates: 

` A cognitive map is a specific way of representing a person’ s assertions about some limited: 
. domain such.as a policy.problem. It is designed to capture the structure of the persori's 
PX assertions and to generate the consequences that follow from this structure (1976, | 
p 
. Cognitive mapping, therefore, looks at the pattern or structure of | asser- 
tions of causality among variables and not at how or why variables or their . 

-causal relations come.to be part of the map. Cognitive maps have been 

“shown to be relatively stable and thus capable of providing the basis for 
prediction (Bonham & Shapiro, .1976). 

"Although analogous to a path diagram, cognitive mapping. is different 
in that the respondent, rather than the researcher, generates the. map or. 
. path diagram. This is done by giving the respondent a set of variables (called 

points)-and asking | him/her to identify the nature of the cause/effect rela- 
tions, if any, that exist among each combination of variables. Variables 
are used because they may take on a range of values for each respondent 
although the actual values are not specified. Assertions of causality among 
variables are represented by arrows (from cause to effect), which may take 

. on values of = 1 (negative causality relation), 0 (no causality relation), or 
+1 (positive causality relation). 
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The concern in this paper is determining the structure of decision makers’ 
cognitive maps concerning causality relations among variables of context, 
organization structure, and performance. 


Data and Method 
Variables 


The set of eight variables included in this study were derived by the re- 
searchers from the current literature on organization context and structure. 
To establish a cognitive map, a respondent must specify the nature of the 
causality relation that exists between each combination of variables being 
considered. This means that a total of n(n — 1) comparisons must be made, 
where n is the number of variables. Because the inclusion of a large num- 
ber of variables requires a considerable amount of a respondent's time, 
and because this is an exploratory study, it was decided that only some 
of the more salient (as evidenced in the literature) context and structure 
variables should be included. 

Accordingly, context dimensions associated with technology and people 
were included, as well as the structural dimensions of formalization, com- 
plexity, and centralization (Ford & Slocum; 1977). In addition, a perfor- 
mance dimension was included because cognitive maps generally have as 
the ultimate dependent variable some form of utility (Axelrod, 1976). Even 
by restricting the number of variables, however, it still took respondents 
more than an hour to complete their respective maps. 

Technology. 'The empirical and theoretical literature on technology is ex- 
tensive and conflicting. In their review of the literature, however, Ford and 
Slocum. (1977) indicate that task variability or routineness is one dimen- 
sion that seems to underlie most perspectives on technology. Therefore, 
the variable of task variability was included through the phrase ‘‘degree 
of variability in tasks performed."' 

An aspect of technology not covered by task variability, but which has 
been argued to be a significant correlate of structure, is interdependence 
(Galbraith, 1977; Thompson, 1967; Van de Ven, Delbecq, & Koenig, 1976). | 
Interdependence refers to the extent to which individuals must interact to 
perform their task. Interdependence was included here by the phrase ‘‘degree 
of interdependence among those involved in performing tasks.” 

People. A second contextual dimension that has been shown to influence 
structure is that associated with people. The number of people (i.¢., size), 
for example, has been shown to be a significant correlate of organization 
structure (Ford & Slocum, 1977). For this reason, size was included: ‘‘num- 
ber of people involved in performing tasks."' 

In addition to quantity, the quality of people also is seen as an influ- 
encing factor on structure. The literature ori professionalism, for exam- 
ple, indicates that the qualitative aspects of people influence structure (Filley, 
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Mi House; & Kerr, 1976): Personnel competence was included: “level of com- 


petence of people performing tasks." . 

Structure. The three primary dimensions: of structure identifi ed in the 

literature are complexity, formalization, and centralization (Ford & Slocum, 
- 1977). Complexity refers to the extent to which work is divided either ver- 
tically or horizontally. It was included here as the division of work by the 
phrase ‘‘degree to which work is divided among those performing tasks." 
Formalization refers to the use of.written rules and procedures and it was 
also included: **extent to which rules, policies, and procedures are used." 


Finally, centralization refers to the locus of decision making authority. Dele- 


gation was used as an indicator. of centralization: “extent to which deci- 
sion making authority is delegated. to those performing the tasks." 

Performance. Work is organized to achieve some outcome utility. -As . ` 
such, structure serves as a means to an end. Although there are a variety 
of outcomes that may be pursued, one is that of work quality (Hage, 1980). 
Therefore, quality was included: “the quality of work performance ob- 
tained."' Quality: was chosen over the others suggested by. Hage because 
of increasing popular attention to the square of American work. 


: a 


"There were two groups in this study. The first was a. dines of scadudtüiis 
E full time MBAs enrolled in a course:in Business Policy at a large midwestern 
university. Each of the MBAs had completed a required course in which 
structure-contingency perspectives were covered and which was a prerequisite 
to the policy course. Thus it was felt that they would be more likely than 
other samples to have cognitive mappings that reflected a structure-contin- 
gency perspective. A total of 55 students. participated; of these, 50 had usable | 
. and complete responses. Ri 
- As a method of cross validating the dis a group of full time practic- 
ing managers enrolled in their first course in a part time MBA program 
‘at the same university was used. These managers had not been formally 
. exposed to structure-contingency thinking, at least not in the MBA pro- 
- gram, arid it, was felt that their cognitive maps would be likely to provide 
. an alternative set of relationships amorig.the variables. This feeling was. 
reinforced further when it was found that 70 percent of the respondents 
in this group had nonbusiness undergraduate backgrounds. It also was felt 
that because these managers came from á variety of organizations (over 
20), their cognitive maps would not be the result of socialization to a single 
' company's beliefs about the causes and effects of structure. Thus, they . 
would provide a more ‘‘real world’ examination of the causality relations 
among context, structure, and performance. Of the 40 managers partici- 
pating, 33 provided complete and usable responses. 


Data Collection 


` Respondents were cintroduodd to the study during one of their regularly 
scheduled classes. They were informed that this wasa study concerning 
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how decision makers view problems and that the results would serve as the - 
basis for a subsequent class. Respondents then were presented with the upper 
. triangle of an n x n matrix in which the columns and rows were labeled 
with the statements of the eight variables. For each pair of variables, the 
respondent was asked to specify if there was a causal relation (scored as 
a 1) and, if so, whether the row variable or the column variable was causal 
by inserting an A (row variable) or B (column variable) in the cell. Respon- 
dents were instructed that if they considered the variables to have recipro- 
cal influences, they were to indicate which one they felt had the more domi- 
nant causal influence. This process eliminates the occurrence of direct re- 
ciprocal causality wherein a variable is both a direct cause and effect of 
second variable. It does not, however, eliminate indirect reciprocal causality 
in which a variable influences itself through a third variable (e.g., A— B, 
B-C, C-A).. 

Once each respondent had identified the existence of causality relations, 
he/she was asked to indicate the direction of the relation. If an increase 
(decrease) in one variable produced a decrease (increase) in the. other, a 
negative sign was indicated. If an increase (decrease) in one variable pro- 
duced an increase (decrease) in the other, a positive sign was indicated. Thus, 
when a respondent finished, each cell in the upper triangle of the matrix 
would have one of five values (A+, A—, B+, B—, 0). From these, the © 
researchers were able to create a complete n x n adjacency matrix for each 
respondent with a — 1, 0; or +1 in each cell. An adjacency matrix is the 
matrix of direct effects among the variables comprising a cognitive map 
.. Where the ¿j entry indicates the existence and direction of a direct causality 
relation from variable i to variable j (Axelrod, 1976; Harary, Norman, & 
Cartwright, 1965). However, in this adjacency matrix there are not direct 
reciprocal causality relations (a variable is not vem the BUE cause and 
, effect of a second variable). 

To assure that respondents understood what was to be domes an exam- 
ple was provided and worked through prior to their beginning. During this 
time, questions concerning the method were answered. Once all questions 
had been answered, respondents were instructed to begin. 

After completing the identification of causality relations, semoddents 
were asked to indicate, in order of certainty, six relations (approximately 
10 percent of the relations) of which they were certain and then to explain, 

jn written form, their rationale for the causality relation. The researchers 
felt that this would provide additional insight into the cognitive maps, par- 
ticularly in those cases in which there might be low agreement among re- 
spondents as to the nature of the causality relation. All respondents pro- 
viding usable oe identified and explained six relations. 


Results 


Comparing the cognitive maps of the MBA and manager groups requires 
that a single adjacency matrix be developed for each group. This is done 
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by — af casHnd) the adiacency matrices of all respondent in 
the respective groups (Axelrod, 1976; Bougon et al., 1977). The assump- 
tion underlying this aggregation is that each respondent is reporting on the 
same phenomenon and that differences are attributable toa wide variety 
. of randomly distributed factors. Therefore, aggregation provides a more 
accurate description of the underlying phenomenon than does the adjacency 
matrix of any single respondent (Axelrod, 1976; Bougon et al., 1977). At 
the same time, however, it must be recognized that the aggregate adjacency 
matrix may not accurately reflect the adjacency matrix of any single respon- 
dent and that inferences from the aggregate adjacency matrix to individual 
respondents, therefore, must be made. with. caution. 

When combining adjacency matrices, a criterion must be estáblished for 
deciding what value will be entered in each cell of the aggregated adjacency 
matrix. One criterion that has been used is that of majority rule (Roberts, 
1976) or voting wherein the nature of the causality relation (positive, neg- 

ative, zero) most frequently mentioned, or-mentioned some prespecified 
. percent of the time, is used. For example, if a relation is seen as positive 
in 60 percent of the individual respondents’ adjacency matrices, as negative 
in 30 percent, and.as zero in 10 percent, the causality relation i is treated 
'as positive in the aggregated adjacency matrix. 

A problem with the ‘‘voting’’ method, however, is that it ignores the 
level of. disagreement that may exist regarding a causality relation and thus 
loses valuable information. For this reason, the researchers elected to use 
the arithmetic mean of the causality relations as the cell entries in the ag- 
gregated adjacency matrix (Bougon et al., 1977). As the cell mean ap- 
proaches —.1 or + 1, it indicates that the vast majority of respondents see > 
the same causality relation. As the mean approaches 0, however, it indicates 
that either there is equal disagreement over the nature of the causality rela- 
tion (same number see it as negative as see it as positive) or high levels of 
agreement that no relation exists. Therefore, if the cell mean approaches 
0, it is necessary to know the percentage of respondents who identified a 
nonzero relation. If there are few nonzero relations, the mean of 0 shows 
high agreement that no relation exists. If there are many nonzero relations, 
however, the mean of 0:shows equal disagreement. The cell means and per- 
centage of nonzero relations in the aggregated adjacency matrix for each 
group is shown in Tabip 1. (Percentages: of nonzero eno are shown - 
in parentheses.) ` | 


Direct Causality Relations 


The percent of nonzero causality relations oen in Table 1 serves two 
purposes in understanding the cognitive maps studied here. First, summing 
the percent of nonzero causality relations in row / gives the generalized out- 
degrees of variable i (Bougon et al., 1977; Nozicka, Bonham, & Shapiro, 
1976). Generalized outdegrees serve as an indicator of the extent to which 
a variable is seen as the direct cause of other variables. The higher the 
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. generalized outdegree, the greater the direct causality attributed to the vari- 
able. (The maximum generalized outdegree for any variable is n — 1 where 
n is the number of variables.) In this respect generalized outdegrees can 
be used to indicate the relative position of a variable i in a sequence or flow 
of causality (Bougon et al., 1977). 

In Table 1, computation of generalized outdegrees indicates that MBAs 
.See personnel competence as the variable with the most direct causality (gen- 
eralized outdegree is 5.18), followed by task variability (4.76), size (4.66), 
interdependence (2.72), division of work (2.66), delegation (2.52), formal- 
ization- (1.74), and quality of performance. (.68). Managers also see per- 
sonnel competence as the variable with the most direct causality (general- 
ized outdegree is 5.32) followed by size (5.22), task variability (3.43), divi- 

sion of work (2.97), delegation (2.77), interdependence (2.38), formaliza- 
tion (1.68), and quality of performance (.72). Comparison of the rank order- 

. ing of the generalized outdegrees for MBAs and managers indicates a very 
high level of agreement between the two groups (Spearman 7,-.99, 

p.01) as to the order of variable causality. 

- Second, summing the percent of nonzero rélations in column j gives the 
generalized indegrees of.variable j (Bougon et al., 1977; Nozicka et al., 
1976). Generalized indegrees serve as an indicator ‘of the éxtent to which 
: a variable is seen as directly influenced by other variables. The higher the 
generalized indegree, the more.the variable is directly influenced by other 
variables. (The maximum generalized indegree for any variable is n — 1.) 
As with generalized outdegrees,. generalized indegrees can be used to indi- 
cate the relative position of a variable i in a sequence or flow of causality 
(Bougon et al.; 1977). =- - 

The generalized indegrees in Table l ndate that MBAs see quality of 
performance as the most directly influenced variable (generalized indegree 
is 5.12) followed by formalization (4.80), delegation (4.04), division of work 
(3.46), interdependence (3.28), size (1.72), task variability (1.58), and per- 
sonnel competence.(.92). Similarly, managers see quality of performance 
as the most directly influenced variable (generalized indegree is 5.22), fol- 
lowed by formalization (4.15), delegation (3.56), interdependence (3.55), 
- division of work (3.18), task variability (2.75), size (1.21), and personnel 
competence (.87). Comparison of the rank ordering of generalized indegrees 
also indicates a substantial agreement between MBAs and Managers (Spear- 
man 7,-.99, ps.01). . 

The high level of agreement between MBAs and managers with respect 
to generalized outdegrees and indegrees indicates a high degree of similar- 
ity between their respective maps. This similarity is supported further by 
the significant rank order correlation (r,= .66, p.001) of the. 56 cell 
means in the aggregate adjacency matrix shown in Table 1. This indicates. 
that the structures of the respective maps are very similar. 

Although the generalized outdegrees and indegrees provide information © 
concerning the overall extent to which a variable is seen as directly influ- 
encing or being directly influenced by other variables, they do not provide 
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information about specific direct cause-effect relations? To obtain this it 
is necessary to examine individually each cell in the aggregate adjacency 
matrix. When examining each cell, the central focus is on the extent to which 
respondents agree that a given type of direct. causality. relation exists and 
the extent to which that REC supports current structure-contingency 
literature. 

Agreement in this case is of two forms. The first is the extent to which 
respondents agree that a nonzero causality relation exists. For purposes 
here, agreement is said to be high if 70 percent or more of the respondents 
saw a zero relation or if 70 percent or more saw a nonzero relation (70 
percent was selected because it separates the upper third when data are tri- 
chotomized into equal thirds). For example,-in row A and column E (cell 
AE; to facilitate discussion, subsequent references will refer to cells in which 
the first letter desigriates the row ànd the second the column) of Table 1 
there is high agreement among both managers and MBAs that task variabil- 
ity has a nonzero causality relation to formalization. Similarly, i in cell AD, 
there is high agreement that task variability has a zero causality relation 
to personnel competence. In cell EB; however, there is a lack of agreement 
as to the direction of causality. of delegation on interdependence. 

Where there is high agreement that a causality relation is nonzero, there 
is the question of the level of agreement as to whether the relation is positive 
or negative. Defined as high agreement are those situations in which the 
ratio of the mean to the percent of nonzero causality relations was .70 or 
greater. The closer the ratio is to 1, the greater the level of agreement among 
respondents as to whether the relation i is positive or negative. This ratio 
is used to examine the degree of agreement within groups regarding the 
direction (+ or —) of à. causality relation. 

. People and Structure. The research.on size and structure suggests that . 
as size (number of people) i increases, delegation, formalization, and the. 
division of work also will increase (Ford & Slocum, 1977). The results i in 
Table 1 indicate that the maj jority of respondents i in both groups see in- 
creases in size as causing direct increases in formalization (cell CE) and 
the division of work (cell CG). This is indicated by both the high means 
and the percent of nonzero 'causality relations. There is considerably less 
agreement, however, as to the direction of influence of size on delegation 
(cell CF). The low means (-.08 for MBAs and -.27 for managers) and high 
nonzero causality relations (.84 and .76, respectively) indicate that although 
decision makers agree that size (number of people) influences delegation, 
they do not.agree on whether that influence is positive or negative. 

To understand why the relationship between size and delegation was 
mixed, the researchers examined the written rationales of those respondents 
who had identified this as one of the six relationships of which they were 
most certain. Unfortunately, only three respondents identified this as one 
of the six relationships of which they were most certain and all saw it thé 
same—positive. The rationale offered by each. was that. authority should 
be delegated "due to control problems."' 
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_ Agreement as to the influence of size on the quality of work’ performance 

_(cell CH) is also mixed. Again, there is high agreement that size influences 
: quality (High number of nonzero relations), but relatively. low agreement 
"as to whether the influence is positive or negative. The lével of agreement 
. is lower among managers than MBAs. Examination of written rationales 

indicated that some managers and MBAs felt that quality would i improve -- 
‘because there would be more people with more ideas and thus a wider-variety - 
of choices. Others, however, felt that quality.would suffer because the in- 
creased number of people would increase the amount of disruption, dis- 
‘agreemert, and distractions. Still others,‘citing. such examples as assembly 
lines, sav no relationship between number of people and quality. . 

The research on people (primarily professionalism) suggests that as the 
level of personnel qualifications increases, delegation will increase and for- 
malization decrease. The results in Table 1 (cells DE and DF) tend to sup- 

. port these relations i in both groups. In addition, Hall (1972) suggests that — 
_ rather than using less qualified persons and a high division of work, orga- 
- mizations.may use higher qualified persons and a lower division of work. 
This suggests a possible negative influence of personnel competence on the 
división ef work. The results here (cell DG) indicate that although there 
, is high agreement that. competence influences the division of work (high 
, nonzero -elations), there is little agreement : as to whether that influence 
is positive or negative (low means and mean to nonzero relations ratio). 

- Because mo respondents commented on the rationale for the causality rela- 
tion from personnel competence to the division of work, their thinking i is 
not known. . 

Finally, both MBAs and managers see a strong E direct causality 
link from personnel competence to the quality of work performance ob-. 
tained (cell DH). i 

Technelogy and Structure. With respect to task variability, research sug- 
gests tha: increases in task variability will be associated. with increases in . 
: delegaticn and decreases i in both formalization and the division of. work 

(Ford & Slocum, 1977). The results here, however, are not supportive of 
. these relztions. For MBAs, there is high agreement that task variability has 
a direct regative influence on-formalization (cell AE). Managers; however, 
share litt e agreement as to whether the influence of task variability on for- 
malizaticn is positive or negative even though there is high agreement that 
" a nonzero causality relation exists. Examination of respondents’ written 
rationales indicates that with respect to formalization, some managers and 
_ MBAs sew task variability as literally rendering rules; policies, and proce- 

dures as useless. Others, however; Saw a greater, need for. control uia 
the use of formalization. - | 

Althoagh MBAs have a high level of agreement that task variability i in- 
fluences delegation, they have little agreement as fo whether it is positive 
or negative (cell AF). Managers, on the other hand, do not agree that task 

_variabiliry has a nonzero influence on delegation (percent nonzero rela- 
— tions .£1).and, of those who do see suchi a relation, there is a low level 
of agreeraent as to whether the relation is positive or. negative (mean = .21). 
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Although no conflicting written rationales were provided for the influence 
of task variability on delegation, the rationales provided were very consis- 
tent and are represented by the statements of one respondent: ‘“‘If tasks 
vary greatly, authority must be delegated to those capable of doing the par- 
ticular job. No leader can do it all." . 

- In the case of the influence of task variability on the division of work 
(cell AG), there is moderate agreement among both MBAs and managers 
that task variability has a nonzero influence. However, the low means in- 
dicate that there is little agreement as to whether that influence is positive 
or negative. No conflicting written rationales were provided regarding the 
influence of task variability on.the division of work or delegation. The ra- 
. tionales provided supported a negative influence of task variability as in- 
dicated by the statement of one respondent: ‘‘It’s much easiér to divide. 
up routine tasks than variable ones because what's expected is clearly de- 
lineated. It's so much harder to divide up variable tasks and to pmnpome 
responsibility. pete, 

Increases in interdependence are suggested as leading to decreases i in for- . 
malization and increases in delegation (Van de Ven et al., 1976). The results 
l obtained here, however, indicate a general lack of. agreement among both 

. MBAs and managers as to the éxistence of a nonzero influence of interde- 
pendence on either formalization’ (cell BE) or delegation (cell BF). In fact, 
task interdependence is seen by both MBAs and managers to be as much 
a direct cause of delegation (percent of nonzero relations in. cell BF) as a 
- direct effect of delegation (percent of nonzero relations in cell FB). The 
_ only written rationales provided for the influence of interdependence on 
delegation supported a negative relation, as indicated by one respondent: 
“high degree of interdependence rules out delegation: the decision or task 
must be a group decision. Decisions affect all involved.’? No written ra- 
tionales were provided for the influence of delegation on interdependence. 
. MBAs and managers also see the division of work as having a more direct 
influence on interdependence (percent nonzero relations in cell GB) than 
interdependence has on the division of-work (percent nonzero relations in 
. cell BG). Only one respondent saw a relation between interdependence and 
the division of work as a certain relation: '*The more a task is subdivided, 

. the more interdependence exists.” 

Finally, the results in Table 1 (cells AH and BH) indicate that although. 
there is agreement that task variability and interdependence influence the 
quality of work performance. obtained (indicated by percent of nonzero 
. relations), there is little agreement as to whether that influence is positive 

. or negative (as indicated by means and ratio of means to eae nonzero 
relations). 

Structure and. Performance. The. results also indicate a lack of — 
as to the causality relations that exist among the structure variables (cells, 
` EF, EG, FE, FG, GE, GF). Examination of the percent of nonzero rela- 
tions indicates that a given dimension of structure is almost as likely to 
be seen as a direct cause or a direct effect of another dimension of structure. 


^ a 
` - ; 
4 
` ` ee 4d gs 
x i- a b te 
1 m. 
E 


1984 Forä and Hegarty © = 283 


Delegation tends to. be seen slightly more as a direct cause of formaliza- 
tion than a direct: effect (compare percent nonzero relations in cell FE to 


-- . those in cell EF). The division of work also is seen slightly more as a direct 
. cause of formalization than a direct effect (compare cell GE to cell EG), 


-but.is seen as a direct cause as much as a direct effect of delegation (com- 
_ pare cell GF to cell FG). Examination of written rationales indicated that 
` only one respondent was certain of a causality relation and that was of 
‘a negative influence-of formalization on delegation: “As the extent to which 

rules, policies and procedures used increases, the authority will be reduced." 
With regard to the effect of structure on the quality of work performance, 
there is high agréement among both MBAs and managers that-delegation 
has a positive influence (cell FH), and lesser agreement as to the existence 
and/or direction of influence of the division of work or formalization on 

quality = GH and EH, ara . 


| Cumulative Causality Relations - 


- Thé analysis-to this point iis Dandi on only d the uil causality rela- 
tions among variables. Although informative, this focus ignores the indirect 
_effects of. variables on each other. As a result, thé cumulative influence 
- (direct plus indirect effects) of a variable'in the cognitive map is unknown. 
Therefore a cumulative causality or cumulative reachability matrix (Axel- 
rod, 1976; Harary et al., 1965) was computed for each group. The cumu- 

lative reachability matrix allows one to examine the ultimate consequences 
of the direct causality relations specified in the adjacency matrix (Table 

1). In this way, the total implications of a change in one variable on another 
can be assessed. . 

à The cumulative reachability matrix (CR) i js calculated by the formula: 


 CR= -A A3 ALAM An! 
oe A is the Wa eens matrix and n-is the number’ of variables) in ‘the 


adjacency matrix. Raising the adjacency matrix to successive powers locates 
indirect paths between variables of the length of the power to which the 


.- matrix is raised. A? indicates the effects through paths of length 2 (e.g., 


the effect of B on D in B~C—D), A? the indiréct effects through paths 
of length 3 (e.g., the effect of B on Ein B-C-D-—E), and so on. If upon 
raising the adjacency matrix to some power, the value in cell ij goes to zero, 
`. then no indirect path of that length exists from variable i to variable j. The 
. cumulative reachability matrix, therefore, indicates the cumulative direct - 
and indirect effects of a variable on all other variables: The cumulative 
. reachability matrices of the MBA and manager groups are shown in Table 
2 and were calculated using the cell means of the aggregate adjacency 
matrices shown in. Table 1. 
Summing the absolute values in row i of the cumulative reachability matrix 
shown in Table 2 gives the cumulative generalized outdegrees of variable i. 
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Table 2 
Cumulative Reachability Matrix, 
Cumulative Generalized Outdegrees and Indegrees 
for MBA and Manager Groups’ 


Cumulative 
Generalized 
Variables A B C D E F G H  Owutdegrees 
Technology 
A. Task variability MBA  .13 .64 .67 09 07 .45 .99  .69 3.73 
MGR .08 .77 .0) 25 -.24 ..55 .50 ..85 3.22 
B. Interdependence MBA  .17 .15 i -.03 .40 -.21 27  .19 1.43 
MGR -.16 -.01 -.10 .08 -02 .12 01 .54 1.04 
People 
C. Size MBA -.03 .80 .23 -20 227 ~.79 1.56 -.70 6.58 
MGR -.33 -.26 .35 -.35 2.10 -.55 1.20 -.20 5.34 
D. Competence MBA .80 -.02 -.34 .30: -2.24 2.12 -.36 2.37 8.55 
MGR 1.10 1.20 -.90 .67 -2.40 2.00 -.03 2.70 11.00 
Structure 
E. Formalization MBA -.03 .22 .05 -.04 34 —29 1.42 .20 1.59 
MGR -.28 -.11 .05 -.07 31 -03 .16 33 1.24 
F. Delegation MBA 427 .51 .10 .09 03 28 .47 1.11 2.86 
MGR .41 .77 -21 .38 -.76 .58 .16 1.50 4.77 
G. Division of work MBA JI R .58 © .99 -.09 .64 ..52 3.67 
MGR -.19 .37 .07 .08 62 .22 19 .74 2.48 
Performance l 
H. Quality MBA .10 .15 .03 .04 -.001 .23 .13 13 .82 
MGR .04 .06 -.07 .05 -20 ..18 -.07 12 .79 
Cumulative 


Generalized Indegrees MBA 1.64 3.21 2.00 .81 6 4.46 4.84 5.9] 
MGR 2.59 3.55 1.76 1.93 6.52 4.23 2.32 6.98 


*Top line in each row is MBA, bottom line is managers. 


This indicates the cumulative causality of variable ij on all other variables. 
Similarly, summing the absolute values in column / gives the cumulative 
generalized indegrees of variable j. This indicates the cumulative causality 
of all other variables on variable J. 

Comparison of the rank orderings of the cumulative generalized out- 
degrees for MBAs and managers indicates a high level of agreement as to 
which variables have the greatest cumulative causality (r, — .99). The same 
is true with regard to the rank ordering of the cumulative generalized in- 
degrees (r, = .98). (These results would be expected, given the high level of 
agreement found between the adjacency matrices of the respective groups.) 

Similarly, comparison of cumulative generalized outdegrees (Table 2) to 
generalized. outdegrees (Table 1) for MBAs (r,=.98) and managers 
(r,= .99) indicates that the ordering of variables in terms of their influence 
on other variables is essentially unaltered by computing total effects. This 
replicates the findings of Bougon et al. (1977). Variables that have the great- 
est direct causality also have the greatest cumulative causality. The same 
is also true when comparing cumulative generalized indegrees to general- 
ized indegrees (MBAs, r,= .99; managers, 7, — .99). Variables that are sub- 
ject to the most direct influence also are subject to the most cumulative 
influence. 


» x 
v Nay. Ore 
r - 
2i + 
5o. E. 


- - 1984 l Ford and Hegarty i '« 285 


The cumulative reachability matrix also provides insight into the cumu- 
lative causality relation between any two variables. The larger the values 
: in each cell of the cumulative reachability matrix, the greater the cumula- 
tive influence of the row variable on the column variable. If the cell values 
are low, either the influence of the row variable on the column variable 
is low both directly and indirectly, or the positive and negative direct and 
indirect influences of the row variable balance each other. Taking cell values 
in the cumulative reachability matrix greater than or equal to one (1) pro- 
duces the cumulative causality maps shown in Figure 1 (.99 in cell AG and 
GE of Table 2 was rounded to 1 for diagram purposes in the MBA map 
in Figure 1). 





Figure 1 
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Visual comparison of the cumulative causality relations shown in Figure 
1 indicates a very high degree of similarity between MBAs and. managers 
in that many of the same variables and causality relations exist. In fact, 
both groups share- the same *'core relations’’ involving personnel compe- 
tence, size, formalization, delegation, division of work, and quality. What 
differences exist involve the role of task variability, interdependence, and 
the division of work. Whereas managers see task variability as a conse- 
quence of personnel. competence, MBAs see it as a cause of the division 
of work. Similarly, interdependence is not a part of the MBA map but is 
a consequence of personnel competence in the manager group. Finally, 
^ MBAs see the division of work as having positive cumulative causality on 
‘formalization, whereas managers do not. Thus, although the. maps of the 
two groups are very similar, there are some differences. 
. A Because it considers the cumulative causality of the variables, the cumu- 
lative reachability matrix (Table 2) provides a better basis for evaluating 
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Figure 2 ` 
Cumulative Generalized Outdegrees 
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. the basic proposition that context— structure— performance as it pertains 
to the cognitive maps obtained here. To examine this proposition, the cu- 
mulative outdegree of each variable was plotted against its rank ordering 
for both the MBA and manager groups. These are shown in Figure 2. If 
the flow of causality is.from context to structure to performance, then the 
first four variables having the highest cumulative causality should be con- 
text, followed by the three structure variables and then the performance 
‘variable. A visual inspection of Figure 2 indicates that this flow of causal- 
_ity is largely supported in both groups. The exception is interdependence, 
which tends to be located more toward the structure than context end of 
` the causality flow (see Figure 2). This suggests that respondents regard in- 

terdependence more as a structure variable (one that is influenced by con- 
. text) than as a context variable. : 
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| 
| - Finally, the cumulative reachability matrix indicates that there are ex- 
. tensive self-reinforcing effects among variables and that some of these ef- 
fects are relatively large. The self-reinforcing effects are found by looking 
at the diagonal values in Table 2. If the values are positive, a deviation 
amplifying condition exists. That is, an increase (decrease) in a variable 
leads to further increases (decreases) in that same variable. If the values 
are negative, a deviation-counteracting condition exists in which an increase 
(decrease) in the variable leads to a decrease (increase) in the same variable 
(Bougon et al., 1977). As is seen in Table 2, with the exception of cell GG, 
the diagonal values are all of a deviation amplifying form. For example, 
increases in size lead to further increases in size (cell CC in Table 2). More- 
over in the manager group, personnel competence (cell DD) and delega- 
tion (cell FF) haye relatively large amplifying effects (.67 and .58, respec- 
tively), suggesting that increases in personnel competence lead to still greater 
personnel competence and that increases in delegation lead to still more 
delegation. In the MBA group, only the division of work has a relatively 
large amplifying effect (.64), suggesting that increases in 1 the division of 
work lead to still more division of work. 


Discussion. 


The results of this exploratory study indicate a high level of agreement 
between the cognitive maps of a group of MBAs and a group of full time 
practicing managers regarding the causes and effects of structure. This agree- 
ment is reflected in the rank ordering of the eight variables on the basis 
of either direct effects (Table 1 generalized outdegrees) or total effects (Table 
2 cumulative generalized outdegrees), as well as in the rank ordering, of 
the direct causality relations depicted in Table 1. The cognitive maps of 
both groups indicate that personnel competence and size have the greatest 
direct and cumulative causality, and that the flow.of causality is consistent 

with the basic structure-contingericy proposition that context precedes struc- 
ture, which precedes performance (Figure 2). l 
Although there is considerable agreement between the cognitive maps 
. ofthe two groups, it nevertheless should be recognized that there also is 
- considerable disagreement within both groups regarding specific causality 
relations. This disagreement is evidenced by the low to moderate percent 
- of nonzero causality relations identified (indicating lack of agreement as 
~ to whether a causality relation exists) and the low to moderate ratio of mean 
to percent of: nonzero causality relations (indicating lack of agreement ds 
‘to whether a nonzero relation is + or —) in Table 1. Furthermore, although 
several specific direct causality: relations are consistent. with the existing 
. Structure-contingency literature (e.g., thé influence of size on formaliza- 
tion), there are numerous other relations that are not (e.g., the influence 
of size on delegation and the influence of task interdependence on structure). 
The high level of agreement between groups, when combined with the 
disagreement within groups, indicates that although. individual decision 
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makers may share agreement that à particular variable (e.g., size) has causal- _ 
ity relations with other variables, they do not agree as to which variable 
causes the other (e.g., does structure cause interdependence or interdepen- 
dence cause structure?) or what the form of the relation is (+ ; 0,:—). That 
is, individual decision makers do not share the same specific beliefs about 
the causes and effects of structure. In this respect, the results obtained here 
lend credence to the decision maker choice perspective. To the extent that 
beliefs about the causes and effects of structure influence organization struc- 
ture, the results obtained here suggest that although specific variables will 
be very influential (e.g., size), the nature of that influence will vary ac- 
cording to the decision maker. . 

One finding of some interest is the importance attached to the people 
related variables (size and personnel competence) relative to that-of the tech- 
nology related variables. Although numerous studies—for example, Child 
and Mansfield. (1972)—have found size to bea more significant correlate 
of structure than technology, it is not apparent why size should be more 
. dominant here given that both size and technology are at the same level. 
One explanation may be found in the salience of people relative to tech- 
.nology. Tversky and Kahneman (1974) indicate that decision makers have 
a tendency to attach greater significance to more salient factors than would 
otherwise be justified based on their actual occurrence. That is, greater im- 

_portance.is attached to more salient factors even though those factors may 
. be underrepresented i in a sample of all possible factors. Because. managers . 
**manage people,” people would be expected to be more salient than other 
factors, such as technology. Managers do not ‘‘see’’ interdependence, they 
. **see"* that people are not workng together. In this respect; the cognitive 
maps generated here- may reflect variable salience more than ''true" 
. cause/effect relations. This would offer one explanation as to why the re- 
sults obtained here regarding direct causality relations (Table 1) are not 
consistent with the structure-contingency literature in a number of cases. 

Another finding of interest is the relative simplicity (i.e., few interdepen- 
dent relations) of the cognitive maps of the two groups (see Figure 1). There 
are several possible reasons for this. One reason may be that decision makers 
cannot deal with very complex cause/effect maps because of information 
processing. limitations (March & Simon, 1958). Rather, decision makers 
bound their rationality and, thereby, rely on relatively more simple cognitive 
. maps. A second reason may be that because the variables included were 

generated by the researchers rather than the respondents (Bougon et al., 
- 1977), the variables may not have been as salient to the respondents. And, 
finally, the maps may be relatively simple because of the experience base 
of the respondents. The respondents in this study are relatively young (most 
MBAs are in late 20s or early to mid-30s), and their organizational experi- 
ence is necessarily less than would-be found in older respondents. To the 
extent that experience influences the content of cognitive maps, the relative 
youth of the respondents here could have produced relatively simple maps. 
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The relative simplicity of the maps obtained here raises still another issue 
that-should be considered in future research: that.is, that the results. ob- 
tained here are a function of sampling. If, as has-been suggested, cognitive 
maps are a function of experience and socialization, then the finding that 
the respondents here do not-all share the same experience or socialization . 
(as evidenced by education and work backgrounds) would produce an ''aver- 
aging effect." The same results, therefore, would not be expected to ob- 
tain if socialization and experiénce are more explicitly controlled. Exten- 
sive demographic data were not.collected on the respondents, and this issue 
cannot be examined. For this reason, the results of this study are limited 
to the sample examined. 

An assumption underlying the generation of cognitive maps and their 
potential link to decision maker choices regarding structure is that-the maps 
generated represent actual theories of action rather than espoused theories. 
of action (Argyris & Schon, 1978). This study did not place the respondents 
in the position of dealing with an actual structure choice problem, and it 
may well be that the i maps obtained are more of the espoused than actual 

S type. Whether this is the case; however, and to what extent remains an issue 
. for future research. It may well be that the maps generated here are general 
` maps that are modified for specific. choice situations. If this is the case, 

ther an issue of some significance i is how the general maps are modified 
for-specific situations. - 

"That decision makers differ in their beliefs about the causes and éffects 
of structure raises additional issues of some significance. One such issue 
centers on why decision makers hold the causality beliefs they do and how 
they acquire these beliefs. Although one might argue that the groups in 
this study merely reflect relatively institutionalized beliefs, such a position. 
: begs the question of how previous decision makers came to their beliefs 

about cause and effect relations regarding structure. If, as is suggested here, 
cognitive maps influence decision maker choices about structure, then un- 
derstanding the evolution of cognitive maps would be instrumental in un- 
derstanding organization structure and the evolution of structure. ` 

Understanding the acquisition. and formation of causality beliefs would . 
be of considerable importance in understanding organization learning (Ar- 
gyris & Schon, 1978; Duncan & Weiss, 1979). If, as suggested by Argyris 

and Schon (1978), organization learning depends on the cognitive. maps 
. and images of organization members, then the process of organization learn- 
ing and adaptation may be understood better by examining the evolution 
and content of such maps. In this regard, cognitive maps are of potential 
significance in understanding the decision pices pertaining. to adapta- | 
. tion (Weick, 1979). 

. Another i issue of. significance involves the A by which differ- 
ences in cognitive maps get resolved among decision makers. Most major 
corporate decisions, whether strategic or tactical, involve multiple decision : 
makers. To the degree that these decisions involve ill-structured problems, 
variances in cause/effect beliefs become very important. If it is accepted 
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that design (structure) issues are ill-structured problems, then a better un- 
derstanding of the cause/effect beliefs of those determining design can shed 
considerable light on the underpinnings of the design decision. 

Contemporary organizations face turbulent environments that require 
frequent adaptive decisions in order to survive. These decisions must be 
made, in part, on the cause/effect maps that the decision makers use as 
a basis for evaluating various options they have available. A better under- 
standing of what these maps are, how they are developed, and how they 
are used will further the understanding of both individual and organiza- 
tional behavior. 
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Large U.S. multinational companies are classified by 
the structure through which their foreign operations re- 
port to headquarters. Structural groups then are compared | 
by the use of such variables as product diversity, depen- 
dence on foreign operations, strategic emphasis, and own- 
ership and control characteristics, with a resulting model — 
relating these variables to multinational structure. 


This study explores factors influencing iterations) organization struc- 
ture in 93 large U.S. multinational companies having substantial foreign 
activity. Organization structure is determined by the way a ‘‘typical’’ foreign 
operating unit reports up through each firm's corporate hierarchy. Com- 
pany parameters examined as potential influences of organization struc- 
ture are diversity, foreign activity, strategic emphasis, integration among 
facilities in different countries, and the establishment and ownership pat- 
tern of foreign facilities. The overall purpose of the study is to develop 
a theoretical framework that explains the reasons for selecting a parncuiar 
organizational design. 


Background 


There are three reasons for believing that organizational characteristics 
might infiuence multinational structure. First, several prior authors have 
argued such a relationship. For example, Chandler showed that diversity 
influenced organization design (1966), and he hypothesized that foreign 
involvement would do so too (1975). A major study by Stopford and Wells 
(1972) also found these two variables to be strong predictors of multinational 
structure. More than a decade has transpired since the completion of these 
studies, however. Furthermore, the intervening period has been marked 
by considerable disillusionment: with structures widely heralded earlier 
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(Vernon, 1980) and. by much publicity about structures that were virtually 
` unknown then (Davis, 1976; Davis-& Lawrence, 1978; Galbraith, 1971). 
It therefore seemed useful and timely to undertake a new investigation—es- 
- pecially one that would include a larger numogr or variables than those 
examined in earlier studies. 

The second reason for expecting a relationship Beween organizational 
characteristics and multinational structures is the recent findings of those 
investigating change within U.S. multinationals (Beer & Davis, 1976; 
Cascino, 1979; Dance, 1969; Goggin, 1974; McKern, 1971; Menzies, 1980; 
Prahalad, 1976). These case studies of individual companies show that 
changes in organizational parameters such as size; diversity, foreign activ- 
ity, and personnel deployment patterns often lead to shifts in multinational 
structure. The present authors were reluctant to make hypotheses based 
on these studies because in most of them neither the names of firms nor 
precise organizational parameters were revealed. One proposition, how- 
ever, was adopted. Both the case studies and Stopford and Wells (1972) 
indicated that a growing dependence on foreign operations led to organiza- 
tional change. This was especially true of highly diverse firms. It therefore 
was expected that the present study would.show different structures at dif- 
- ferent levels of foreign sales and diversity... 

A third reason for thinking that multinational structure might TM to 
other organizational characteristics is the evidence that firms often establish 
` practices that have been adopted by leaders in their industries. For exam- 
ple, Westinghouse's decision in 1971 to replace its international division 
with a worldwide product structure is reported to have been importantly 
influenced by GE's adoption of the latter structure several years earlier 
(Daniels, Ogram, & Radebaugh, 1982). Knickerbocker (1973) provides fur- 
‘ther evidence for this leader-follower phenomenon. He found that after 
one firm in an industry makes.an investment abroad, competitors pert 
ly foHow —— quickly by] investing in the same locale. 


Method 


The method used involved selecting and measuring operating variables 
that might influence multinational structure, classifying multinational struc- 
. tures, and choosing. firms for investigating the relationship between these 

two kinds of variables. - 


Operating Characteristics. 


Most of the data on firm operating anade used in the study were 
obtained from published sources, the primary source being Standard and 
Poor's Compustat H tapes. For gaps in the tape data, supplementary in- 
formation was obtained from Securities and Exchange Commission 10K 
reports. The Forbes industrial classification (**Where to Find the Company," 
1981) 1 was used to categorize firms by industry. ` 


294 Academy of Management Journal June - 


Product pn was selected as.a possible predictor of organization struc- 
ture because of the previously cited research by Chandler (1966) and Stop- 
ford and Wells (1972), which indicated that high diversity leads to the utiliza- 
tion of worldwide product structures. The proxy selected for this measure 
was the number of two digit Standard Industrial Classification (SIC) code 
industries in which a firm participated. 

Individual case studies and Stopford and Wells (1972) noted that increas- - 
ing foreign involvement often leads to organization change. Therefore, for- 
-eign involvement was selected as one of the independent variables, and it 
was measured as the ratio of foreign to total corporate sales. - 

Stopford and Wells (1972) found that heavy reliance on R&D leads to 
early abandonment of an international division. It seemed plausible that 
multinational structures therefore might be influenced not only by this, but 
by. other strategic variables as well. R&D and two other strategic variables— 
marketing and capital intensity—therefore were selected for examination. 
The proxies used to measure these variables were, respectively, research 
and development expenditures as a percent of sales, advertising expenditures 

as a percent of sales, and number of employees divided by asset value. . 

A Because organization structure is a control mechanism, it was decided 
to examine some international practices that might present control problems. 
. Three such practices were selected for examination—use of shared owner- 
ship when investing abroad, acquistion rather than Start-up.of new foreign - 
ventures, and integration of foreign operations across national boündaries. 
Information on these practices was not available from published sources. 
Questions on these matters therefore were included in the questionnaire - 
~ Sent out to sample companies. Specifically, respondents were asked to iden- 
tify a typical foreign operating facility and then. report (1) whether it had 
been originally acquired or was started up internally, (2) the parent's per- 
centage ownership of the facility, and (3) the degree of production integra- 
tion between the. facility and facilities in other countries. 

To investigate possible leader-follower influences. on organization struc- 
ture, Forbes 1981 industrial classification (' "Where to Find the Company," 


- 1981) was used to classify respondent firms by industry. It lists 49 industries, ` 


32 of which are primarily manufacturing. Respondents in the study partic- 
ipated in 24 of these 32 industries. Five or more of the respondents were 
| uniquely classified (Forbes classifies some firms in more than one industry) 
in six of these 24 industries: energy, 9; chemicals, 7; auto supplies, 6; drugs, 
6; branded food, 5; and conglomerates, 6. These 39 uniquely classified firms 
thus formed a subset for examination. 


Multinational Structures 
Several studies have classified companies' oaasization structures — 


ing to their placement of international operations (Alpander, 1978; 'Egelhoff, 
. 1980; Franko, 1973; Lovell, 1966; Stopford & Wells, 1972). Although these 
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studies have differed in many respects, they agree on two points. The first 
is that it is useful to classify firms according to a few pure structural types 
through which foreign operations report. Basically, five classifications have 
been used throughout the present study: worldwide functional, worldwide 
product, international division, area, and matrix structures. 

In a worldwide functional structure, top-level line executives have world- 
wide responsibility for separate functions, for example, for manufactur- 
ing, sales, engineering. In a worldwide product organization, top-level line 
executives are responsible for one or more worldwide business(es). In an 
international division form of organization, two kinds of line executives 
report to the chief operating officer. All but one of these are managers 
of domestic activities, whereas the remaining executive is in charge of all 
the company’s foreign business. Executives reporting to the chief operating 
officer in an area organization are responsible for all company businesses 
within specific geographic regions of the world. The defining characteristic 
of a matrix organization is the simultaneous reporting by middle level line 
executives to two or more bosses who do not themselves have exclusive line 
authority. | 

The second point of agreement in the prior studies is that, although struc- 
tural types may be fairly easily defined, classifying companies according 
to them is difficult. Structures, to some extent, may be mixed because of 
growth and personnel dynamics. There may be uncertainty about who has 
the authority over certain decisions, especially if dual relationships exist 
with line and staff personnel. Managers may continue to use old labels even 
though the organization has changed; or a structural type may be referred 
to before it is completely in place. Some discretion therefore is inevitable 
when classifying firms, regardless of whether the researcher or company 
respondents do the classifying. 

The authors felt that it was more important to minimize company-to- 
company differences in interpretation than to get types of structures by 
people with first-hand knowledge of the operations. Therefore, structures 
were classified by the authors. The information used was obtained by ask- 
ing respondents in sample companies to trace the flow of financial consol- 
idation from a ‘‘typical’’ foreign production facility to successively higher 
levels, up to the level of the chief operating officer. If more than one path 
existed for the same foreign facility, respondents were asked to trace each. 
Respondents described the breadth of product, function, and geographic 
responsibility at each successive level so that the expanding breadth of re- 
sponsibilities could be characterized as one moved upward in the organi- 
zation. The use of financial consolidation as an indicator of organization 
structure was based largely on studies showing this to parallel the primary 
line of superior-subordinate relationships. Personal reward systems and re- 
source allocations largely follow these same lines (Reece & Cool, 1978). 
This information was requested from the chief financial officer in each firm 
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- because he was believed to be knowledgeable about the.overall consolida- 
.tion process. These individuals were asked to trace the reporting relation- 
ship for a “‘typical’’ Canadian and a ''typical" non-Canadian foreign man- 
ufácturing or processing operation. It was recognized that respondents had . 
to exercise discretionary judgment to decide what is typical. Firms then. were 
categorized on the basis of these data, and the resulting classifications were 
checked against organization charts that respondents also were asked to 
supply. If there were no official organization charts, respondents sketched ` 
what one might currently look like. Finally, telephone interviews were used 
to fill gaps and to clear up inconsistencies. — . 

Managerial responsibility was classified as to type and geographic do- 
main: The former was designated either functional (e.g., just for manufac- 
turing) or product (e.g., manufacturing and sales). Three geographic clas- 
. Sifications were established: global (the entire world), international (the globe 
excluding the United States or the United States and Canada), and regional 
(an international subregion that may or may.not include the United States). - 
UA firm' s overall organization structure was determined by the responsibil- 
ity.of the executive immediately below the level of the chief operating offi- 
cer to whom the ‘‘typical’’ foreign facility ultimately reported. Thus, a com- 
pany was classified as functional or product, depending on the kind of re- 
sponsibility of this individual. Each of these categories then was subdivided 
further according to the geographic: responsibility of this individual—that 
is, global, international division; or area. If responsibility was traced to 
, more than a single individual, the firm was classified as matrix. 


Sample Seléction 


' Four criteria guided the selection of firms for study.. First, only iod 
. companies (i.e., those included on the Fortune 500 list) were examined. 
* Large firms were judged to be particularly interesting because typically they 
have become multinational before others and because they control aneven ~ 
greater share of U.S. foreign than of U.S. domestic investment (Daniels 
et al., 1982): Large firms therefore were likely to have significant foreign 
Operations and to be leaders rather than followers in selecting organiza; 
tion structures to handle foreign activities. | 
A second selection criterion involved firm nationality. Most studies that 
have attempted to relate operating variables to multinational structure have 
dealt in whole or in large part with non-U.S. firms (Egelhoff, 1980; Franko, 
1973; Gordon, 1970; Schollhammer, 197 1)..It was decided to focus exclusive- 
ly on U.S. multinationals because they typically derive a far larger percent- 
age of their sales and profits from their domestic market than do foreign 
- multinationals. The problem of balancing business, functional, and geo- 
gra graphic perspectives (Bartlett, 1979; Davis, 1976; Prahalad, 1976) there- 
fore is likely to be different for them than for their foreign counterparts. 
‘It thus seemed desirable not to mix the two kinds ot company in thé same 
' study. ! | 
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- A third scission: criterion involved importance of foreign activity. The 
desire was to study orily firms for which international organization design 
is a significant issue, and this is unlikely if foreign involvement is very low. 
The Financial Accounting Standards Board now requires, under ruling 14, 
that U.S. firms provide segmented information.on foreign operations when 
the latter are *'significant" —that is, when they account for 10 or more per- 
cent of a firm's total activity. os zum Was limited to firms that met this 
minimum significance criterion. : 

A final selection criterion involved location of foreign facilities. Excluded 
from the sample were firms whose foreign facilities were limited exclusive- 
ly to Canada. This éxclusion was.made because the Canadian operations 
of U.S. multinationals are often substantially integrated with their U.S. 
operations. One study noted, for example, that 60 percent of U.S. multi- 
nationals using an international division incorporate their Canadian facilities 
‘within their U.S., domestic ‘divisions: (Lovell, 1966). : | 

The procedure for selecting firms that would meet these requirements 
was tlie following. First all firms in the 1978 Fortune 500 that segmented 
their foreign operations were identified: There were 256 such firms. Because 
there was no certain way of. determining. how many of the 256 had opera- 
tions in countries other than Canada, questionnaires were sent to all of 
‘them, and 97 firms.completed the questionnaire. Of the 97, 3 were discarded | 
" because the firms had foreign operations only i in Canada. A fourth was 
later discarded because accurate financial data were not available on the 
firm from public sources. The final sample, therefore, consisted of 93 com- 
panies, or 36 percent of the firms surveyed and 37 percent of those. that 
might- have operations outside of Cariada. 
^ Of the 93 usable responses, the authors were comfortable in aain 


92 according to one of the five organization types defined earlier. The re- 
^ maining one was so. heterogeneous in its lines of reporting that it was simply - ` 


called ‘‘mixed.’’ These 92 were classified as follows: worldwide functional 
(n= 10, % = 11), worldwide product (n = 33, % = 36), international divi- 
., sion (n = 37, % =40), area (n=11, % =12), and matrix (n=1, % = 1). Be- 

cause of ony one matrix repo the analysis of the data excludes that firm. 


‘Findings 


"Because this was an gioire study, a. number of things. were. tried 
_ inorder to find relationships between independent variables and organiza- 

‘tion structure. Structural group means were compared by t tests for all vari- 
ables and multiple.cells by chi square. Firms-were placed in rank order for 
each variable to see if there was concentration in any value area (e.g., from 
highest dependence on foreign sales to lowest, to see where area structures 
. versus worldwide product structures were concentrated). Scatter: diagrams 
- „were made for each pair of variables to see if the combination of any two 

- variables resulted in groupings. The results given are limited to those for 
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which a logical theoretical basis for the pemuonsap sco vere coig be 
provided. Ec 


Worldwide Functional - 


Table 1 shows that companies handling their foreign operations "—— l 

a worldwide functional structure could all be classified as having low or ` 
medium product diversity. This is as one might expect, based on Chan- 
dler's earlier work (1966). It seems safe, therefore, to say that highly diver- 
sified firms are not likely to handle their foreign operations through a world- 
. wide functional structure. It cannot be said as comfortably, however, that 
low diversified firms are apt to handle their foreign operations through a 
worldwide functional structure. Although chi square analysis showed a sig- 
nificant difference at p< .01 between functional and product usage by diver- 
sity groups, a substantial portion-of firms with low diversity (77 E 
are not using a worldwide functional structure. | 


. Table1  - 
—Orgatikzation Structure by újak Diversity! | 


: Dieses AES 
Low |. - Medium High ` 
Worldwide functional : n-6 . 0n 57 5 Hz NU naĝ 
of diversity group . 23%. . 995 . | 0.2. 09 
of organization type 60% 40% 0% 
Worldwide product n= § : n»14 2 n=14 
of diversity group . 19% 33% PE 64^ B 
of organization type 159 42.5% 42.5% 
International division n=10 n=20 nx 
of diversity group 39% - 46% 32% 
of organization type 27% - 54% 19% 
Area B. nw5 . ne. n-l 
of diversity oup : 19% 12% — - 4% 
of organization type | 45.5% 45.5% .7 , 9% 


3T ow diversity = 0-6 two digit SICs; medium diversity «7-13 two digit SICs; high GNE 14-30 
two digit PEN 


| Why do some firms with low product € use a functional struc- 
ture but most do not? It was thought that the explanation might lie in rela- 
tive dependence on foreign operations. Chandler (1975) hypothesized that 
functional structures would give way as dependence on foreign operations 
increased. This, however, was not the case. Table 2 shows clearly that the 
firms with functional structures were not concentrated among those with 
lower dependence on foreign operations. In fact, their ratio of foreign to 
total sales was highly: varied, ranging from 3.7 percent to 77.6 percent. 

On looking elsewhere for an explanation, it was discovered that the 10 
functional firms were all raw material extractors—8 of them involving energy 
and distinguished by high capital intensity. Of these 10, 8 appeared among 
the 10 most highly capital intensive firms in the sample (i.e., employees to 
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"Table 2 : 
Organizational Structure by DEPED on Foreign Sales 
ae aa S | indian Sd 

i - Low ^. . - a Medum ^. High 

Worldwide functional © (ocn-l 7 5 a6 0077 n=}. 
— of sales group ~ ` TEE jT 6% i || 14% . - |. pot 
of organization type Ilo .. . .:. OOM o. O 30% 

Worldwide product ` © nll ~ ` wal n=? 
of sales: group — , ^ . 685 ^ — 07 9408$ 555 7 23% 
of organization type. . `- 3395 . eo 8t M68. . 7 ^ 215 
International division nd Lon RaR ux n-12- 
of sales group ^- «^^ - 23% l 48% . "> 4055 
of organization type ' l% = i 51 | 0. 32%. 

Area . nsl.: l na? o‘ n=8 
' of sales group - PME 1698 - js 4» c E 27% 
. Of organization type ... >a. 99$ POR | 18% `- ^ 73% 


^ *When foreign sales as percent of. total sales was less than..13, classification was low; when be- 
tween 13 and i3. classification was medium; and when .3 and. above, classification was high. 


' assets ratio of lea than .01). Raw material extractor firms < deal id with 
very homogeneous raw. materials that do not have to be altered substan- 

- tially from one country to another. Their key strategic need therefore is 
coordination among functions (e.g., exploration, productions, and sales), 
not new product introduction or marketing. This need is reflected by their 
relatively high integration score, shown .in Table 3. Very likely to avoid 
complications that might impede functional coordination,. these firms gen- 
erally have not used shared ownership or acquisitions when establishing 
foreign facilities uad Table 3). 








Table 3 | 
| Organization Structure by cone Problem 
International 
. Ownership -. Acquisition Method* - . ` Integration 
VL T 1009 Shared Start-Up Buy-In | - High | Low 
Worldwide function = l : 
n.. x ui m 46 ..0 9 0- 4. 6° 
% x 100 . 0. 100 Ü x 40. 60 
Worldwide product: © .; — > b ne : 
noo c. 207 29 "4 17 -1 97. M 
6v e |. 88 12 53 4 70- m n 
International division `= ` l p dE 
n i ua "+ 28 5 : 22 13. 15 20 
08 " 85 15 63 37 43 57 
Area 
n 9 2. 8 |. 2-3 2 F Ks V9 
fg 82- 18 73 L I ^. 86 64 


' aln some cases s the MNC participating in this study acquired a CU. S. firm that x dre had Yom 
operations of its own. If the acquired U.S. firm, itself, had Ses me op bos fecu 
the acquisition method was classified as start-up.. 
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Shared common characteristics did not as easily set apart firms with world- 
wide product structures as they did those using worldwide functional struc- 
tures. The worldwide product group included firms with a wide range of 
product diversity, dependence on foreign sales, and strategic variables em- 
ployed. Some tendencies were found, however. For instance, a high por- 
tion of the firms with a worldwide product structure (85 percent) were clas- 
sified as having medium or high product diversity. | 

Some firms with low diversity nevertheless had a worldwide product struc- 
ture, and some with high diversity did not. Why? Consider first the former. 
Table 4 shows them to be significantly less involved internationally than 
firms using international division or area structures. This finding suggests 
that at a low level of foreign investment, foreign operations may be best 
handled by domestic product divisions. However, as foreign sales increase, 
there is a need to combine foreign operations by forming.either an inter- 
national or an area division structure. This shift may come about for several 
reasons: to prevent duplication of specialized international activities; to cre- 
ate a new division of about the same size as the existing ones; or to focus 
on an area that has demonstrated recent growth. 


Table 4 
Strategic Variables 
Mean Values (Standard Deviations). 


Organizational Structure 
Diversity Worldwide International 
Strategic Variable Level Product Division Area 
Foreign Sales/Corporate Sales High 2I (.154) .32 (159 .18 (.000) 
Medium .20 (.414) .29  (.156) .40 
l Low „1852  (,051) .298 .138) .3988 (.188) 
R&D Expenditures/Corporate Sales High .017  (.013) .045 (.007) .010 (.000) 
Medium .023 020) . 024) .020 (.010) 
Low 015 009) .014 Eon A (.020) 
i 


( 
. ( 
Advertising Expenditures/Corporate High 016 (006). (.0 (.000) 
Sales Medium 0178 — (.027) 02088 (.012) .018 Om 
Low 059  (.000) . .078) 
Total Employees/Corporate Assets High 0318 ¢ 
Medium 027 { : ; : 
Low 021 (011) .022 .(.012) .028 (.023) 


SSignificantly different (p «.1) from worldwide product firms at same diversity level. 
‘Significantly different (p «.1) from international division firms at same diversity level. 
Significantly different E from area firms at same diversity level. 

&SSignificantly different (p <.05) from worldwide product firms at same diversity level. 
Significantly different (p <.05) from international division firms at same diversity level. 

‘Significantly different (p< .05) from area firms at same diversity level. 


At high diversity levels, dependence on foreign operations did not sig- 
nificantly differentiate organization structures, although the authors had 
expected that it would—that is, that product divisions would be adopted 
as foreign involvement and product diversity increased simultaneously. 
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Contrary to expectations, however, the international division firms in this 
category actually had higher foreign sales on average than did those with 
worldwide product structures. | 

The variable that best predicted whether a high diversity firm would use 
a worldwide product rather than an international division structure was 
the method of entering new businesses. All six sample firms that Forbes 
classified as conglomerates-—firms that diversify primarily by acquisition— 
fell in the high diversity category, and all six used worldwide product struc- 
tures. This preference of acquisitive diversifiers for worldwide product struc- 
tures may stem from their special need to provide divisions a high level 
of operating autonomy (Berg, 1973; Pitts, 1977a, 1977b). 

The outstanding characteristic of the seven high diversity firms using in- 
ternational divisions was their high level of R&D expenditure, which aver- 
aged 4.5 percent of sales, compared to only 1.7 percent of sales for the 
high diversity firms using worldwide product structures. Why the techno- 
logically-oriented firms chose international divisions rather than world- 
wide product structures is discussed in the next section. 


International Division 


The international division structure conceivably can operate alongside 
a domestic structure that is organized by either function or product; how- 
ever, of the 37 international division firms examined, 36 organized domestic 
activities along product lines. The international division, therefore, is largely 
a special structure adopted by companies that depend domestically on prod- 
uct divisions. 

Why do some firms with product divisions choose to separate their foreign 
operations into a separate international division? The evidence suggests that 
dependence on foreign operations exerts an important influence. Consider 
the data in Table 4. Regardless of level of diversity, firms using interna- 
tional divisions have higher dependence on foreign sales than do those using 
worldwide product structures. Further support for the same tendency comes 
from data on specific industries. Two industry groups, energy firms and 
conglomerates, have been discussed, with the conclusion that their special 
characteristics determine the types of structures that they use. Of the re- 
maining four industries that were examined separately, three (auto sup- 
pliers, branded foods, and chemicals) follow the pattern of going from 
worldwide product to international division as foreign sales grow as a per- 
centage of total sales. In every case for these industries, firms with an in- 
ternational division have higher dependence on foreign sales than do those 
companies in the same industries with worldwide product structures. 

Traditional theory argues a reverse tendency for high diversity firms— 
that is, replacement of international division structures by worldwide prod- 
uct designs as foreign involvement increases. Those making this claim argue 
that domestic divisions possess the product expertise needed by foreign units, 
yet are reluctant to transfer it when the latter reside in an international 
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division (Chandler, 1975; Fouraker & Stopford, 1968; Stopford & Wells, 
1972). The solution, claim these authors, is a reorganization that does away 
with the international division and places foreign roe for prod- 
ucts within worldwide product divisions. 

The present findings conflict directly with this conclusion: AS shown i in 
Table 4, foreign involvement was higher for international division than for 
worldwide product firms even in the high diversity subgroup. The reason 
why high diversity multinationals do not shun international divisions, as 
traditional theory proposes, perhaps is to be found in several recent inves- 
. tigations that show that, except for conglomerates, such firms do not turn 
over resources entirely or even mainly to product divisions, but rather cen- 
tralize them to a considerable extent at the corporate level. Such centraliza- 
tion has been shown for R&D (Berg, 1973; Pitts, 19772); personnel (Gal- 
braith & Edstrom, 1976; Pitts,.1977b), marketing (Aylmer, 1970), and 
finance (Stobaugh, 1970). In firms in which such centralization has taken 
. place, foreign units need not rely on domestic divisions for needed resources. 
They can obtain them directly from the corporate level in much the same 
way that domestic product divisions do. An additional explanation for the 
present finding may be found in Bartlett's (1979) research. He concluded ` 
that an.international division promotes foreign expansion more effective- 
ly than does a worldwide product structure because it places a spokesman 
for geographic interest at the same level as spokesmen for product and xcd : 
tional interests. 

. The traditional view thus would appear to apply only to conglomerates. 
They do not typically centralize key resources, and their foreign units must - 
rely much more heavily on domestic product divisions for help. Under such 
conditions, a worldwide product structure; which provides the latter direct 
incentive to help the former, is needed to ensure effective exploitation of 
forum potential. | 


. Whereas area organizations are widely used by European firms (Franko, 
1975), few U.S. firms (12 percent) employing this structure were found in 
the present study. Its limited use.by U.S. firms may be attributed to the 
usual dominance of-the U.S. market. Only one third of the respondents 
had foreign sales comprising as much as 30 percent of total sales; conse- 

quently, an area division comprising U.S. operations usually would. be much 
larger.than the two or more foreign area divisions. It is not surprising, there- 
fore, that companies using area structures were found: almost entirely among 
the firms. with high foreign sales (Table 2). i 

Evidence also was found that firms may move from iniccdsionl divi- 
sions to area structures as foreign sales increase. In those same three in- 
dustries (auto supplies, branded foods, and chemicals) in which there ap- 
peared to be a move from worldwide product to international division as 
foreign sales increased, there was a move to area structures at an even higher 
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| foreign sales level..Of the 18 firms examined i in these industries, only 1 firm 
.was an exception to this pattern. 

But then why. do many firms with a high dependence on foreign sales 
utilize other structures? The answer here seems to lie in the diversity fac- _ 
. tor. Table 1 shows that the area structure is concentrated among companies 
with low and medium diversity. It already has been speculated that acquis- 
_itive diversifiers are not good candidates for any structure except the world- 
wide product one. The tendency of internal diversifiers to choose interna- 
tional divisions also has been discussed. But why do the latter not switch 
to an area structure as foreign-sales grow? | 

The answer may lie in their need to exploit new products in different 
foreign markets quickly but sequentially (Stobaugh, 1969). It seems logical 
that the sequencing of countries for exploiting.new products will be more 
coherent when only one division makes such decisions than when several 
area divisions compete to get a new product before the others. This notion 
is consistent with Davidson's (1980) finding that the international division 
.is the fastest structure for transferring new products abroad. Once again 
. this findiag is counter to what was expected at the start of our study: 

- Ata lowlevel of diversity, it was found that companies with area struc- 
tures have a significantly higher advertising intensity than do firms with 
international divisions. Although this difference does not show up at higher 
diversity levels, it does lead to the intriguing possibility that the area struc- 
ture is preferable when marketing is the major competitive advantage. Spill- 
over of advertising from one country to another, for example, may neces- 
sitate regional control. 


Implications and Conclusions 


Based on a substantial literature, it was expected that « companies s with 
a given organization structure generally would have some characteristics 
different “rom those of firms with other. structures. Rather than testing a 
theory as to which characteristics relate to which structure, a theoretical 
- framework, based on the findings, was developed. A number of studies. 
were used to guide in the selection of variables, and some preliminary ex- 
pectations based on those studies were set up. Nevertheless, the method 
of inquiry was essentially exploratory. . 
. Evenasan exploratory study, some inherent limitations are rescetiissd: 
First, the study is based on a group of firms that may not be representative. 
All the firms are large; and the only ones included are those that completed 
the questionnaire, could be classified according to one of five organiza- 
tional typ2s, and for which substantial operating data are available from 
public sources. Second, respondents, in describing foreign operations, had 
to use personal discretion to determine what is a typical foreign operation. 
The reseachers, in turn, had to use further discretion in order to classify 
their responses. The methodology forced placement of each firm into a single 
organizational category. Such “‘pure’’ structures are rare. In future research 
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it may prove useful to score each firm on the degree to which it utilizes 
various multinational structures. Third, the analysis of company charac- ` 
teristics is not exhaustive. Some important variables may have been over- 
looked. For some variables, the cell sizes were too small to test conclu- 
sively. For others proxies had to be used as indicators of characteristics 
of interest. Finally, the perspective is limited. Examination was made of 
a cross-section. of firms at a given time, and inferences were made as to 
how structures evolve; historical analysis might have yielded different results. 

Despite these weaknesses and limitations, the findings shed preliminary 
light.on important factors influencing the choice of organization structure 
.of U.S. firms that have significant foreign operations. Furthermore, there 
are logical explanations for the way these factors exert such influence; thus, 
there are theoretical underpinnings for fürther development. If future re- 
search supports the framework that these findings suggest, then students. 
and practitioners may better understand how and why multinational firms 
adopt specific organization structures. Figure L summarizes what is hypoth- 
esized. from the findings: | 


Figure 1 
| ' Structural Evolution of - 
Nonconglomerate U. S. Multinational Farme: 





M =m 


"Product Divérsity ue High 
. *F» Functional; P= Product [= International Division; A ATH. à 


As long as foreign sales are low as a portion of al sales, most com- 
panies handle foreign operations merely as an appendage to existing prod- 
_uct or functional divisions. Although firms with worldwide. product. and 
worldwide functional structures together comprised 47 percent.of the total 
sample, they made up 71 percent of the firms whose foreign sales were no 
more than 13 percent of their total sales. 

Whether firms at a low foreign sales level adopt a functional or a prod- 
| uct structure depends primarily on their level of product diversity. All the 
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firms with a functional structure are classified as low or medium diversi- 
fiers, whereas 85 percent of firms with a worldwide prout structure are 
medium or high diversifiers. 

Increasing dependence on foreign sales seems: to be the major impetus 
: for changé from a worldwide product to'an international division struc- 
ture.. Most worldwide product firms (79 percent) had low or medium levels 
of foreign sales, whereas most international division firms (89 percent) fell 
in the medium and high foreign sales categories. The separation of inter- 
national activities takes place in order to create a spokesman for geographic 
expansion at the same organizational level as. spokesmen for product and 
functional interests. An international division head is able to handle high 
product diversity, contrary to traditional theory, because many functional 
responsibilities:are put under corporate as. opposed to divisional control. 

Once an international division.grows to.be larger than domestic product 
divisions, there is a tendency to split it into two or more areas to provide 
_ better balance among divisions.in terms of size. This tendency is less pro- 
nounced among firms that become diverse through internal development 
of new products, however. They tend to maintain international divisions, 
despite higli levels of foreign sales, to ensure effective sequencing of new 
product introduction abroad. : 

- - Conglomerates are a case apart. Like tlieir nonconglomerate counter- 
parts; they typically adopt a worldwide product structure early in their diver- 
sification. However, because of their reluctance to disturb divisional au- 
` tonomy, they generally do not discard it in favor of international division . 
and area structures as their foreign sales and/or diversity i increase. Instead, 
they tend to retain a worldwide product structure even after achieving very 
high values with respect to these two parameters. 

It is hoped that future researchers will find this framework useful for. 
developing and testing additional hypotheses about the effects of operat- : 
ing characteristics on international organization design. Although direc- 
tional support has been found for the relationships discussed here, more 
conclusive data are necessary in order to Rum or reject Bet tentative | 
ee | 
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Individual Exploration to 
Organizational Commitment 
or Withdrawal’ 


STEPHEN A. STUMPF 
KAREN HARTMAN 
New York University 


The organizational commitment or withdrawal process 
was investigated for a sample of 85 individuals using a 
longitudinal research design and path analysis. Career ex- 

 ploration activity two months prior to entry predicted or- 
ganizational entry and socialization variables, which in 
turn predicted early job attitudes and intentions. Inten- 
tion to quit predicted subsequent exploration behavior 
and turnover. 


"The various processes by which individuals explore, enter, become com- 
mitted to, or leave work organizations have received extensive attention 
over the past decade. For example, the career exploration process has been 
examined by Stumpf, Colarelli, and Hartman (1983b), and Greenhaus and 
Sklarew (1981); the organizational entry process by Wanous (1976, 1977, 
` 1980); the organizational socialization process by Feldman (1976, 1981) and 
Louis (1980); the organizational commitment process by Steers (1977), Mow- 
day, Steers, and Porter (1979), and Mowday, Porter, and Steers (1982); 
and the withdrawal process by Mowday et al. (1982), Mobley (1977, 1982), 
and Mobley, Horner, and Hollingsworth (1978). 

Much of the organizational theory and empirical research in these areas 
supports a general exploration organizational entry — socialization — com- 
mitment or withdrawal process model from the individual's perspective. 
Typically, the research conducted examines only a portion of this proposed 
model. For example, Stumpf et al. (1983b) focus on the exploration pro- 
cess prior to organizational entry; Wanous (1976) addresses job expecta- 
tions at entry and their subsequent changes during initiation and socializa- 
tion; Feldman (1976, 1981) analyzes the constructs of entry and socializa- 
tion processes (e.g., person-job congruence, mutual influence) and their 
effects on early job outcomes (e.g., work satisfaction); Mowday et al. (1979) 
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examine commitment in relationship to work outcomes (e. g., job satisfac- 
tion and performance) and withdrawal; Mobley et al. (1978). study the with- 
drawal process including job satisfaction, intention to explore, intention 
to quit, and turnover. 

Collectively, these areas of research suggest a cyclical process in which 
an individual explores the environment for several work opportunities, ac- 
cepts one opportunity and chooses to enter an organization, and experiences 
some form of socialization, whereby one both influences and is influenced 
by the organization, which results in the individual attaining a level of work 
motivation, perceived success, work satisfaction, and organizational com- 
mitment. To the extent that one's organizational commitment is low, ini- 
tial intention to quit is more likely, as well as are subsequent exploration 
behaviors, to generate other, more suitable work opportunities. With ap- 
propriate, alternative job offers, the individual may leave the original or- 
ganization in order to accept a new work opportunity, enter the new orga- 
nization, and again experience a process of socialization. Steers and Mow- 
day (1981) have proposed a comprehensive model of the processes that pre- 
cede the decision to participate in orto withdraw from the organization. 
In contrast with the previously. mentioned studies, which focus on.a spe- 
cific segment of the model, Steers and Mowday suggest the general need 
to test comprehensive models of the turnover process. 

Following this suggestion, the purpose of this research is to examine the 
sequential process of exploration to entry to socialization to organizational 
commitment or subsequent exploration and withdrawal. The model, pre- 
sented as Figure 1, hypothesizes specific linkages among variables in.a cause- 
effect network. Path analysis i is used to examine the extent to which data 
collected at three points in time on a sample of individuals exploring work 
COTE and entering organizations support the mora 


Development of Hypotheses : 
Individual Exploration and Organizational Entry 


| Mowday et al. (1982) suggest T stages in the qud eit of organi- 
zational commitment: preentry (anticipation), early employment (initiation), 


_.- and middle to late career (entrenchment). The first two stages parallel the 


anticipatory socialization phase (e.g., Merton, 1957) and the socialization 
phase (e.g., Feldman, 1279; 1981; Wanous, 1980) eeen discussed in 
the literature. 

-` Steers and Mowday (1981) suggest that although many current. anodels 
of turnover ignore the role of available information on the individual's deci- 
sion to participate, this potentially important variable needs to be exam- 
ined in a comprehensive model of turnover.. The initial stage of preentry 
or anticipatory socialization should include exploration activities in which 
the individual explores the environment for important, career-relevant in- 
formation. Career exploration is defined herein as purposive behavior and 
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Figure 1 
The Process of Becoming Committed to an Organization 
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cognitions that afford access to information about occupations, jobs, and 
organizations that was not previously in the stimulus field (Berlyne, 1965). 
The collecting of career-relevant information subsequently influences the 
formation of work-related decisions and attitudes, as well as organizational 
commitment at entry (Mowday et al., 1982). These early experiences help 
to stabilize later organizational commitment, which is negatively related 
to. initial intention to withdraw. , 

The individual explores the environment in order to obtain career-related 
information. However, not all exploration behaviors lead to the assimila- . 
tion of new, accurate, and useful information. Therefore, the relationship 
between exploratory behaviors and the amount of information obtained 
should be strong, positive, but not perfect. Previous research suggests that 
when individuals explore further, they obtain more information relevant 
to their career-related needs (Stumpf et al., 1983b). During exploration the 
individual gathers information which is subsequently assessed to make a 
choice regarding organizational entry. The proposed causal sequence is that 
the more previous exploration activities, the higher level of information 
available at the decisional point.-By exploring more and utilizing multiple 
sources (i.e., peers, professors, knowledgeable job incumbents), . the 
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individual —— more information; some of which converges to provide 
a more accurate information base. - ` 

Hypothesis 1: Environment Extontfion leads to abana ind as- 
similating a greater amount of useful, career-relevant information. 
The information obtained through exploration influences the develop- 

. ment of one's expectations regarding organizations and jobs (Kotter, 1973; 

. Wanous, 1980). By gathering more information through multiple sources, 
individuals are likely to identify areas of convergence or agreement. Such 
areas are likely to reflect more accurate information. Stumpf, Austin, and 
Hartman (1983a) found that the amount of information gathered is positive- _ 
ly related to career-related outcomes, including recruiter ratings of inter- 
. view performance and the generation of subsequent callback interviews. 
By obtaining more information, individuals are able to derive a more ac- 
curate.view of the. labor market positions and organizations, which leads 
to expectations regarding jobs and organizations that are more consistent 
with reality. 

Hypothesis 2: Obtaining a greater amount of information about job 
opportunities and organizations is likely to result in expectations re- 
garding the chosen job and organization that are more consistent with 
what one subsequently experiences. 

In addition, the amount of information obtained through environment 
. exploration provides a context for the comparison of alternatives. To the 
. extent that one has put forth more effort and obtained a greater amount 
of information to evaluate alternatives, one is more likely to be committed 
to the choice, to experience dissonance reduction with respect to foregone. 
alternatives (Vroom & Deci, 1971), and to be willing to expend effort for 
accepted organizational goals (Mowday & McDade, 1979). 

' Hypothesis 3: Putting forth effort to obtain a greater amount of 
-information affects THOSE motivation fo POE in the Chosen: Or- 
ganization. ; 

- The development. of realistic expectations. regarding jobs and organiza- 

- tions.will have an immediate positive benefit to the exterit that they influ- 
ence the individual's choice process. Realistic expectations áre based on 
accurate knowledge about the job, which permits the individual to select 
. an opportunity compatible with.personal characteristics (e.g., values, in- 

^. terests, personality). Realistic expectations are considered distinct from met 
expectations—that is, the extent to which one's expectations (whether rea- 
listic or not) are-met by the job and organization. Although some. researchers 
view these concepts as synonymous (Greenhaus; Seidal, & Marinis, 1983), 
the extent to which expectations are based on accurate information is like- 
. ly to affect choice; whereas whether or-not one's.expectations afe-met is 
a post-choice issue. Most of the research on realistic expectations has focused 
on the information organizations provide prior to choice (Wanous, 1980); 
therefore, the development and impact of realistic expectations is viewed: 
primarily as a pre-choice concept. Because one's decision to- join an organiza- 
. tion is.presumed to be a function of the: perceived: match between what 
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the individual wants and what the organization is offering (Wanous, 1980), 
realistic expectations regarding the organization and the job should result 
in a better person-job match (Feldman, 1981; London & Stumpf, 1982)... 
Individuals accurately perceiving a “‘desirable situation?” would. tend to Select 
it over situations accurately perceived as less desirable. - 

Hypothesis 4: Realistic expectations at the time of choice lead to 
a greater degree of person- job congruence. 


Socialization 


The match between individual values, interests, and skills, and organi- 
zational climates, work roles and goals is.a central concept in the voca- 
tional adjustment and career development literatures (Holland, 1973; Lon- 
don & Stumpf, 1982; Schein, 1978). For example, Holland (1973) discusses 
the personality and interest fit between the individual and the demarids of 
the chosen occupation. Extensive research on Holland's model generally 
supports the proposition that the degree of individual-occupation match. 
is related to positive occupational adjustment (e.g., Garbin & Stover, 1980). 
Similarly, Schein (1978) discusses the match between an individual's motives, . 
values, and abilities and his/her career path. Over time, an individual de- 
velops a career anchor, which becomes the stabilizing force in his/her career. 
-Steers and Mowday (1981) also suggest that the extent to, which an individ- 
ual's expectations and values regarding a job are realized may be an im- 
portant variable to consider in order to understand the turnover process. - 
In previous research the match between the individual's values and goals, 
and the work-role's demands—that is, attaining some degree of person- 
job congruence—-has been shown: (1).to affect perceived influence in de- 
fining the work-role (Feldman, 1976); (2) to affect perceived competence 
and actual work performance (Kotter, 1973; Morse, 1975); (3) to relate to 
higher work satisfaction (Greenhaus et al., 1983; Kotter, 1973; Morse, 1279); 
and (4) to lead to higher work motivation (Stumpf, 1982). 
Hypothesis 5: Achieving a greater degree of person- Job congruence : 
will result in more perceived influence in designing one's work-role, 
better perceived work performance, more work satisfaction, and Erener 
work motivation. 
In the initiation stage of sdcialization: Feldman (1981) ogra that the 
individual negotiates and defines his/her work role and relationships with 
. others. A result of influencing one’s work role is increased commitment 
to the organization (Mowday et al., 1982; Salancik, 1977). When one in- 
fluences the choice of. work to be performed, one is likely to select tasks 
- one feels competent to address and to report more feelings of psychologi- 
cal success with respect to perceived work peo ne (Hall, 1976; Stumpf, 
1981)... — 
H 'ypothesis 6: Exerting more job-unit Pluen will result in greater 
organizational commitment and more feelings of SHES Mole per- 
. formance. 
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Following Hall’s (1976) psychological success model, given job challenge, 
the individual’s work motivation leads to greater goal commitment, attain- 
ment, and feelings of effective performance. In turn, feelings of psycho- 
logical success lead to positive attitudes toward work (e.g., work satisfac- 
tion and job involvement). - 

Hypothesis 7: Motivation to perform leads to higher levels of per- 
ceived work performance, which subsequently leads to satisfaction with | 
work. 


Commitment or Withdrawal 


Mowday et ak (1982) suggest Bode qiudonddbs among d attitudinal 
commitment, job performance, and subsequent attitudinal commitment. 
They hypothesize that early commitment leads to improved job perfor- 


.. mance, which subsequently leads to higher levels of organizational com- 


mitment. 
Hypothesis 8: Self perception of work performance i is related to later 

: feelings of organizational commitment. 

Consistently, commitmént to the organization has been found to relate 
negatively with concurrent and later intention to quit, as well as subsequent 
- turnover (Mowday et al., 1982). Generally, highly committed employees 
intend to remain with the organization and to work towards organizational 
goals. 

Hypothesis 9: Commitment to the organization leads to less inten- 
tion to quit. 

In addition, work satisfaction consistently has been found to relate neg- 
atively with concurrent and subsequent intention to quit and voluntary turn- 
over (Mobley et al., 1978; Muchinsky & Tuttle, 1979). 

. Hypothesis 10: Work satisfaction negatively i influences intention to 
quit. 

As suggested by Steers and Mowday (1981) and others, the relationship 
between intention to quit and turnover may be influenced by prevailing 
economic conditions and the labor market. This suggests that intention to 
quit may lead to turnover in two ways. First, intention to quit may influ- - 
ence turnover directly (Mowday et al., 1982; Muchinsky & Tuttle, 1979); 
individuals may decide to withdraw with little exploration of the environ- 
ment for alternative job opportunities. Presumably, this occurs more.fre- 
quently under favorable labor market conditions. Second, intention to quit 
may influence turnover indirectly: individuals may reinitiate exploration 
activities in order to generate suitable, alternative job opportunities. 

Hypothesis 11: Higher intention to quit is likely to influence turn- 

Over, with the strength of the relationship dependent on favorable labor 

market and economic conditions. i 

Finally, increased exploration of the environment to obtain career-related 
information often presents the individual with alternative opportunities, 
which increase the possibility of turnover (Mowday et al., 1982). 
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Hypothesis 12: Greater environment exploration leads to an increased - 
likelihood of turnover.  . 

The above hypotheses define the sequential stüges of the process by which 
individuals learn about career opportunities, select and enter a work-role 
in an organization, either become committed to that-organization or in- 
tend to withdraw, possibly reinitiate career exploration activities, and choose 
to leave or stay. Although the return to career exploration activities at a 
later time has been included, the model is based on an assumed, one-way 
causal sequence derived from theory. Possible feedback loops, which have 
been suggested by others (Steers & Mowday, 1981), are not included in the 
model so that this assumed, one-way causal sequence can be examined over 
time using path analysis. Measures were selected to minimize potential two- 
way causal relationships, as noted below. 


Method 


soup and Procedure 


A longitudinal desea Was used to examine the process from exploration 
activities to subsequent entry and socialization, and later turnover experi- 
ences. Data were collected at three points: career exploration data two to 
. three months before organizational entry (denoted -1); entry and social- 

‘ization data two to three months after organizational entry (denoted by 
-2) (Kramer, 1974); and withdrawal data eight to nine months after organiza- 
tional entry (denoted by -3). The population included all individuals using 
the on-campus placement service of a large northeastern graduate school 
of business over an 18-month period. From more than 500 users, 157 were 
randomly identified and asked to participate at both time 1 and time 2 data 
collection points; 85 provided complete data at both points (54 percent re- 
sponse rate). Of these 85, 78 provided complete data at time 3. 

. This research was conducted ata time of relatively high unemployment 
(1981-1982), when even professionals and individuals completing gradu- : 
ate business programs were experiencing difficulty i in obtaining suitable em- 
ployment. For example, at the host university for this research, the per- 
centage of students not yet employed two months after graduation had in- 
creased from 7 percent in 1979 to 31 percent in 1982. Similarly, the number 
of job offers reported by students dropped from 2.7 in 1979 to 1.4 
(SD = 1.41) for this sample. 

All participants in the sample held undergraduate degrees. Of the par- 
ticipants, 53 percent were female; the mean age was 28.4 years (SD = 6.8); 
26 percent had one year of full-time work experience, 42 percent had 2 to 
5 years of full-time work experience, and 10 percent had more than five 
years of full-time work experience. Of the participants, 17 percent were 
nondegree students involved in making a mid-life career change. Gender 
and age correlated near zero with the variables investigated. The largest 
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relationships were between gender (coded 0 for males, 1 for females) and 
environment exploration (r = .12, ns), and between age and realistic expec- 
tations (r= .19,.p<..05). 

Time 1 data were collected using the career exploration survey (CES) as 
part of routine career placement activities (Stumpf et al., 1983b). Time 2 
data were collected via a mail questionnaire with two follow-up attempts 
for nonrespondents. There were 22 individuals who could not be reached 
by mail; 9 individuals had not obtained a job. Time 3 data also used a mail 
questionnaire with two follow-up attempts cn person could not be 
reached). 


Measures 


Individual Career Exploration—Time 1. Two CES dimensions were used 
to measure the individual's career exploration behaviors at time 1: envi- 
ronment exploration (i.e., the extent of career exploration regarding occu- 
pations, jobs, and organizations within the last three months); and amount 
of information (i.e., the amount of information acquired on occupations, 
jobs, organizations, and oneself). The environment exploration scale in- 
cluded six items with 5-point Likert response scales. Each item focused the 
individual's attention on exploration during the previous three months; ex- 
emplary items include: ‘‘initiated conversations with knowledgeable indi- 
viduals in my career area,” and ‘‘obtained information on the labor mar- 
ket and general job opportunities in my career area." The amount of in- 
formation scale included three items with 5-point response scales. Exem- 
plary items are: ‘‘I currently have a moderate amount of information on 
how I'll fit into various career paths"! (coded 1) to ‘‘I have thoroughly ex- 
plored myself and know what to seek and what to avoid in developing a 
career path” (coded 5). These scales, their response formats, and reliabil- 
ity and validity data are reported in detail by Stumpf et al. (1983b). 

Organizational Entry and Socialization—Time 2. Two multi-item scales 
developed by Feldman (1976) were used to measure the organization entry 
variables: realistic expectations (i.e., the extent to which one *'knew the 
good points and bad points of the job at the time of hire"); and person- 
job congruence (i.e., *'I feel like this is not the right type of work for me,”’ 
or ‘‘I’m not the right type of person for this job,’’ reverse coded). These 
scales include three items and two items respectively, have 7-point Likert 
scales, and exhibit acceptable psychometric properties (Feldman, 1976). The 
time 2 questionnaire included a retrospective assessment of the employee's 
initial expectations, following Dunnette, Arvey, and Banas (1973) and Feld- 
man (1976). 

Six scales were used to assess the organizational socialization process and 
its attitudinal outcomes. Job-unit influence (i.e., the extent to which one 
feels that one ‘‘influences aspects of the job and the work unit’’) and work 
motivation (i.e.,.the extent to which one feels inspired to work) are both 
measured by multi-item scales (two items and four items respectively) with 
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a 7-point Likert response format after Feldman (1976). Perceived work per- 
formance (i.e., one's self-evaluation of task mastery and job performance) 
is measured by a 6-item scale with a 6-point Likert response format after 
Hall and Hall (1976). Work satisfaction is measured by a 7-item subscale 
of the Job Descriptive Index (JDI) with a 3-point response format (Smith, 
Kendall, & Hulin, 1969). Of the 18 JDI items, 7 were randomly selected 
for this research. Organizational commitment (i.e., feelings of commitment 
and loyalty to the organization) was measured by a 15-item scale with a 
7-point Likert response format after Mowday et al. (1979). Items i in the 
Mowday et al. scale regarding intention to quit were not used. Intention 
to quit was measured by a 2-item scale with a 5-point Likert response for- 
mat after Mobley et al. (1978). Only the items that focused on intention 
to quit, rather than exploration of labor market conditions, were used. 

Withdrawal— Time 3. Three variables were used to measure withdrawal 
behaviors: environment exploration (using the previously. mentioned CES 
6-item scale); intention to quit one's present organization or job (measured 
as noted above); and turnover (e.g., ‘‘Are you still working for the same 
organization and unit that you started at upon completing your most re- 
cent educational program?’’). 

Intention to quit-3 was collected. as a proxy for turnover in the event 
that less than 10 percent of the participants had withdrawn from the initial 
employer. In this case, the research design called for using intention to quit-3 
in the path model and deleting turnover because of lack of variance. In 
the event of greater than 10 percent turnover, intention to quit-2 and turn- 
over-3 would be used in the path analysis, and intention to quit-3 deleted. 
(Note that intention to quit-3 and turnover-3 could not be used together 
because of the obvious problem of asking someone if they intended to quit 
after they had actually left the organization.) 

. The turnover question was open-ended and requested that the current 
employer, position, and reason for leaving be noted: 15 individuals had . 
changed organizations; two had changed work units and referred to these 
changes as opportunities the organization had offered to prevent their leav- 
ing; and three people had changed units as part of the formal career pro- 
gression. The latter three were treated as having maintained employment 
with their initial employer (i.e., they did not turnover). All respondents 
indicated that they had left their initial employer or unit voluntarily. 

Table 1 presents the means, standard deviations, correlations, and scale 
reliabilities for each variable studied. Coefficient alpha reliability estimates 
for each scale are shown — the. main n diagonal and range from .71 to .94. 


Analysis | 
Path analysis was used to analyze the chain of predicted relationships 
simultaneously and to identify indirect effects of one variable on another 


via intervening variables (Kerlinger & Pedhazur, 1973). The use of path 
analysis requires several assumptions beyond those required for multiple 
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regression analysis. (Multiple regression assumptions include interval-scale 
measurement, homoscedasticity, no multicolinearity, linear and additive 
effects among variables, and uncorrelated residuals.) Additional assump- 


: - tions for path analysis as applied here are: (1) a clearly defined causal system, 


- (2) one-way causation, (3) a high degree of measurement reliability and 
.. ‘validity, and (4) a structural system of variables whereby a change in one 
' variable is a linear function of changes in other variables (Feldman, 1975). 
It is believed that assumptions one and two are reasonably met. Figure 
1 makes explicit a causal system based on theory and previous research. 
Although reciprocal causation. is possible within a time period, the word- 
ing of the questions used often directed the participant's attention to a prior 
. behavior or cognitive state. For example, the environment exploration ques- 
tions focused on exploration over the past three months; the amount of 
information variable addressed information obtained at the time the ques- 
: tionnaire was completed. Similarly, realistic expectation questions focused 
. en the time of hire; person-job congruence addressed congruence after some 
` period of work activity; and job-unit influence and work motivation ad- 
dressed the cumulative socialization process. 
- . Assumption three is reasonable, given the psychometric data presented 
and past psychometric data reported on the instruments used. Assumption 
. four is the most questionable, given the unmeasured variables problem. iden- 
. tified by James (1980). However, the model examined reflects the primary 
- variables identified in the literature for which there are psychometrically 
sound measures available. The failure of the variables and model to meet. 
these assumptions could lead to erroneous results. Cross-validation and repli- 
cation studies are needed to address empirically possible assumipion vio- 
. lations. | 
' - The 18- relationships identified | as Hypotheses 1 through 12 in Faure Í 
and shown in Figure 2 were path analyzed. Structural equations were gen- 
' erated based on the 12 hypotheses. Path coefficients then were determined 
for each hypothesized path by calculating the appropriate partial regres- . 
" sion coefficients as shown in Exhibit 1. The betas generated through re- 
_ gression analyses are shown as the direct effect in Table 2. 


Exhibit 1 

i Partial — Coefficients? 

-© Pyp=betag =ri2 (1) "S Pg, — —betaga 765432 (10) 
Py = betay, =r; (2) Pg;. —betüg; 65432 (11) 
Pay betas—r (G) | Pog = betas. 7541 (12) 
po ue | Po. = betag7.65432 (13 

0 Py= : Pigs =betajo.s.9765432 (I 
Pog = betas = Fg Piog =bdetayo5.9766432 (15) 
Pj = beta74.6532 (7) -o t — Pyyjpot betan, 10771011. (16) 

=beta7s.6432 (8) - 07 Piso betayz ion . in 
Pyg = betarg, sas (9) ce Pj,11 = beta, 11.10 (18 


_, *The first numeral subscript. on each beta is the dependent variable, the ` 
second numeral subscript is the independent variable of relevance to the 
path, and the one following the period are partialled from the de- 
pendent variable. 
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The 48 paths bcwcen variables that are not diad by an arrow on 
the path diagram were presumed to be nonsignificant and near zero (Blalock, 
1962). Appropriate partial betas were computed to determine if these path 
coefficients were, in fact, near zero (see Table 3). Finally, the residual of 
each endogenous variable in the path model was calculated by subtracting 
from the variable its predicted self based on the path model. The correla- 

tions of these residuals should be near zero (James, 1980), we in fact, 
they were ed s ranged from 00 to .14). | 


Results ^ 
] Process of Bécoming Committed: to.an t Organization. 


Direct Linkages. The 12 ayporieses seated in Figure i identify 18 direct 
linkages among the 12.variables. These hypotheses received general sup- 
| port and are discussed below. As previously noted, the model implies that 
the remaining 48 direct relationships among variables are expected to be 
nonsignificant and near zero in magnitude. Of these relationships, 45 were 
nonsignificant and ranged from —.18 to +.18. . 

Figure 2 and Table 2 present the standardized path coefficients (i. e., equa- 
tions 1 to 18) for the 12 hypothesized relationships. Environment explora- 
tion was a strong, significant predictor of the amount of mformation 
. gathéred by the individual (P5 = .52). The hypothesized relationships be- 
. tween the preentry and entry variables also were supported. Amount of 
information was a significant predictor of ‘both realistic DUM 
(P4; = .36) and. work motivation (P5; = .21). 

- The hypotheses.among entry and early socialization aaie were all 
supported. Realistic expectations-was a strong, significant predictor of 
person-job congruence (P = .48). In turn, person-job congruence was a 
moderately significant predictor of work motivation (Ps4= .33), job-unit 
influence (Pg, = .46), perceived work performance (P, = 37), and work | 
satisfaction (Pj —.36). .. 

In addition; work motivation related significantly with perceived Work 
performance (P5, — .25), and job-unit influence was a significant predic- 
tor of perceived work performance (P76 — .24) and organizational commit- 

ment (P= .19). In turn, perceived work performance was a strong, posi- 
~ tive, and significant predictor of both work satisfaction (Ps; = .40) and or- >` 
ganizational commitment (P57 = .48). Work satisfaction and organizational 
commitment were both negative, significant predictors of intention to quit-2 
(Pigs = -.38 and Po, 9—-.59, respectively). Finally, intention to quit-2 ex- 
hibited a significant effect with environment exploration-3 as hypothesized 
(Pii, 10 = 22), but not with turnover (Pi2,10= - 14; ns). Environment explora- 
tion-3 was strongly related to turnover-3. (P2; = .42). Given the nonsig- 
nificance of the intention tó quit-2 with turnover-3: relationship, it was 
trimmed from the: final. path’ model shown in Figure 2. 

Other Linkages Implied by the Model. Table 2 presents. the three ‘‘ef- 
fects” implied by a path- EE direct causal effects, indirect causal 
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Table 2 
Summary of Effects Hypothesized in 
the Organizational Commitment Path Model 


Direct Indirect Common 


^ Relation Effect Effect Cause r Unexplained* 

Environment exploration-1 with amount 

of information-1 52°" .00 00 52°" .00 
Amount of information-1 with realistic 

expectations-2 .36** .00 00 37** .01 
Amount of information-1 with work 

motivation-2 21* .06 00 .34** 07 
Realistic expectations-2 with person-job 

congruence-2 A8** .00 .00 48** .00 
Person-job congruence-2 with work mo- 

tivation-2 33** .00 04 43** 06 
Person-job congruence-2 with job-unit 

influence-2 .46** .00 00 46** 00 
Person-job congruence-2 with perceived 

work performance-2 :37** .19 .01 .67** 10 
Person-job congruence-2 with work sat- 

isfaction-2 .36** 22 .01 SPI .12 
Work motivation-2 with perceived work 

erformance-2 25** .00 A7 .49** .07 

Job-unit.influence-2 with perceived work 

performance-2 .24* .00 -.21 :51** .06 
Job-unit influence-2 with organizational 

commitment-2 .19* .12 .10 45** .04 
Perceived work performance-2 with 

work satisfaction-2 .40** .00 .17 72** i5 
Perceived work performance-2 with or- 

ganizational commitment-2 4g** .00 .10 62"? 04 
Work satisfaction-2 with intention to 

quit-2 -.38** .00 —-.20 -.56** 02 
O ional commitment-2 with inten- 

on to quit-2 -..59** .00 -.10 -.69** .00 

Intention to quit-2 with environment ex- 

ploration-3 .22** .00 .00 22" .00 
Intention to quit-2 with turnover-3 .14 .09 .00 .23* .14 
Environment exploration-3 with turn- l 

over-3 ,42** .00 .00 ,42** .00 


“The unexplained effect is the difference between the simple r and the sum of the direct, indirect, 
and common cause effects. The direct effects are the betas defined by equations 1 through 18. 
pz.05 l 
**»35.01 


effects, and common cause effects (Kerlinger & Pedhazur, 1973). A direct 
causal effect is the impact of a variable presumed to be a cause of another 
variable; it is a standardized regression coefficient (beta), as shown in Figure 
2. An indirect causal effect represents those effects interpreted by the in- 
tervening variables; it is the product of the path coefficients along an in- 
direct route from cause to effect via tracing arrows in the headed direction 
only. When more than one indirect path exists, the total indirect effect is 
their sum. The common cause effect indexes the amount of spurious co- 
variation between two variables caused by other prior variables in the model. 
It is the product of the path coefficients along both ‘‘legs’’ of the common 
cause effect. If there is more than one common cause variable, the total 
common cause effect is their sum. (For example, the common cause of the 
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Figure 2 
A Path Analysis of the Process 
of Becoming Committed to an Organization’ 
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*Standardized path coefficients (8) are reported; all are significant at or below the .05 level. 
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relationship between work motivation and person-job congruence is amount 
of information. The common cause effect is P52. Pa X P4, or .21 x .48 
x .36 = .04). The effects not explained by the path model—the residuals 
of the simple correlation coefficients once all implied effects are removed— 
should be near zero if the path model efficiently captures the relationships 
in the data. 

Five indirect effects are large and noteworthy. Realistic expectations in- 
directly affect: perceived work performance through person-job congru- 
ence, work motivation, and job-unit influence (indirect effect = .27), and 
work satisfaction through person-job congruence, work motivation, job- 
unit influence, perceived work performance, and work satisfaction (indirect 
effect = .28). These indirect effects imply that the impact of realistic ex- 
pectations on perceived work performance and work satisfaction is best 
captured by a process that involves not only choosing a job that is both 
congruent with one's skills and intérests, but also feeling some influence 
on that job. 

Person-job congruence has a large indirect effect on organizational com- 
mitment via work motivation, job-unit influence, and perceived work per- 
formance (indirect effect = .36). This indirect effect suggests that the im- 
portance of person-job congruence on the work outcome variable of orga- 
nizational commitment is represented by the attitudinal developments of 
perceived job-unit influence, feelings of work motivation, and perceived 
work performance. 

Person-job congruence also indirectly affects intention to quit via the 
intervening variables of work motivation, job-unit influence, perceived work 
performance, work satisfaction, and organizational commitment (indirect 
effect = -.43). Perceived work performance indirectly affects intention to 
quit via work satisfaction and organizational commitment (indirect ef- 
fect = -.43). Both these indirect effects suggest the psychological processes 
by which intention to quit is formed by the individual after entering an 
organization. 

The two large common cause effects (job-unit influence with work sat- 
isfaction, .30, and work satisfaction with organizational commitment, .34) 
indicate that the simple correlations between these constructs are due largely 
to other, causally prior variables. Person-job congruence is the major com- 
mon cause of the large correlation between job-unit influence and work 
satisfaction (r = .47). Similarly, perceived work performance is the major 
common cause of the large correlation between work satisfaction and or- 
ganizational commitment (r — .40). 

The effects hypothesized but not explained by the model are generally 
small, as shown in Table 2. Among the 48 implied to be zero effects (Table 
3), 4 are large enough to note: environment exploration-1 with organiza- 
tional commitment-2, -.19; environment exploration-1 with environment 
exploration-3, .25; amount of information-1 with environment explora- 
tion-3, .19; and realistic expectations-2 with turnover-3, -.21. These un- 
explained effects parallel the somewhat larger than expected direct effects 

H 


- 
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Table 3 
Summary of Effects Implied to Be Zero 
in the Organizational Commitment Path Model’ 


Path Beta Effect Effect Cause r Unexplained? 
P4 beta31.2 -.11 19 00 16 -.03 
4] beta41 23 -.02 09 00 .12 .03 
Ps betas) 234 -.10 14 00 .10 -.04 
Pg betag; 234 12 04 00 .07 .03 
1 beta! 23456 .07 .08 00 .06 -.02 
Pg betag: 234567 .06 .03 00 .10 .07 
Po betas) 234567 -.18* 05 00 -.14 -.19 
Pio, beta 10,1.23456789 -.09 -,04 00 .00 .04 
Puy bet811,1.23456789,10 .18 -.01 00 .24* 25 
12,1 12,1.23456789, 10,11 -.03 -.01 .00 -.07 -.06 
Pa beta47 3 14 47 .00 30** 13 
Pa beta 34 -.10 .08 .00 02 -.06 
Py betar 3456 -.02 -.15 00 24* ..09 
Pg betag2 34567 ~,05 AT 00 .19 .02 
Po betag> 34567 -.14 .09 00 04 -.05 
Pio, betajo,2.3456789 .03 -.10 00 -,06 .04 
P3 bet8,1.2.3456789,10 .18 -.02 00 .17 .19 
P2 beta12 2 3456789,10,11 -.15 -.01 00 -.16 -15 
Psa betas3.24 .07 16 08 .30** .06 
Pa betass 4 .10 22 00 2e 05 
P betaj3 2456 15 A | .02 46** .17 
Pg; betag3 24567 -.02 .28 .01 38** .09 
Po betaga 24567 ‘08 17 ‘01 ‘326 14 
P103 beta ig ,3.2456789 -.03 -21 ~.O1 e Mtt -.09 
Pii Det&11,3,2456789,10 .10 ~.04 -.01 .06 .11 
Piza beta 12,3.2456789,10,11 -.22* -.02 -.01 -.24*: -.21 
Po4 betaga 23567 -.04 .36 .01 .42** .05 
Pio, beta10,4.2356789 -.06 -.43 -.01 -.48** ~,04 
Pits bet811,4.2356789,10 .05 ~.09 -.01 .04 .14 
Pi24 betay2 4 .2356789,10,11 .04 -.04 -.01 -.20* -.15 
Pes betags 234 -.02 .00 .17 16 -.01 . 
Pgs betags 23467 14 10 20 48** .18 
Pos betags 23467 13 512 16 a5** .07 
Pio, bet810,5.2346789 -.01 -.1l -.15 ~.35** -.09 
Pits beta; 1,5.2346789,10 -.11 -.02 -.03 -,09 -.04 
Pis beta12 s 2346789,10,11 -.03 -.01 -.02 —, 18 -15 
Pag betags 23457 .07 .10 30 47** 07 
Pios beta10,6.2345789 .01 -.22 -.18 -..39** 01 
Pis bet811,6.2345789,10 -.02 -.05 ~.04 -.10 -.01 
Pi26 beta 12 6.2345789,10,11 -.09 -.02 ~.02 -.15 -.11 
Pio, beta 10,7.2345689 .14 -.43 -.13 -.54** .02 
Py; beta; 1 ,7,2345689,10 .03 -.09 -.03 -,08 .04 
Pi27 beta 12,7,2345689,10,11 -.08 -.04 -.01 -.20* -.15 
Pog betags 234567 -.10 .00 34 40** .06 
Pig bet811,8.2345679,10 -.03 -.08 -.04 -.11 .01 
Pi beta12,8.2345679,10,11 .01 -.04 -.02 ~.21* ~.15 
Pit betas: 9.2345678,10 -.12 -.13 -.02 = 21" -.06 
Pi29 bet812.9 2345678,10,11 ,JI* -.05 -.01 -.09 -.03 


*The first numeral subscript on each beta is the dependent variable, the second numeral subscript 
is the independent variable of relevance to the path, and the numerals following the period are par- 
tialled from the dependent variable. 

>The unexplained effect is the difference between the simple r and the sum of the direct, indirect, 
and common cause effects. For each relationship, the direct effect was implied to be zero; the unex- 
plained effect does not include the direct effect. 
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implied to be zero in Figure 1 and shown in Table 3: the direct link of envi- 
ronment exploration with organizational commitment (Po; =-.18, p x .05); 
. the direct link of realistic expectations with turnover (Pi;4— -.22, ps.05); 
. and the direct link of organizational commitment with turnover (Pi29 
= .31, p=.05). These effects suggest that a direct relationship between career 
étnloraron variables and work outcome variables may be strong enough 
to warrant further investigation. These relationships were not hypothesized 
in this study, and they are not included in the path model. Tg 


Discussion 


7 Moderate support.was found for a process model of becoming committed 

to an organization and subsequent turnover based on data collected at three 

. different times and analyzed using a structural equations model derived 

from existing theory and empirica] findings regarding various aspects of 

_ the process. Although causation cannot be inferred based on either the longi- 

tudinal design or the path analysis conducted, the data generally are con- 

. Sistent with the proposed causal model. One hypothesized relationship was 

. not observed (intention to quit with turnover eight to nine months later), 
and three direct. effects not. hypothesized were significant. - 

The direct examination of environment exploration activities as influ- . 


i encing the organizational entry and initial socialization processes supports 


.. current theory (Mowday et al., 1982; Steers & Mowday, 1981). Because 
. the examination of. environment exploration as a mediating. variable be- 
tween intention to quit and turnover also received support, the results sug- 
gest that the individual's career management and exploration activities out- 
.. Side the work setting both prior to and after organizational entry are cen- 
tral to understanding the processes prior to organizational commitment or 
- withdrawal (London & Stumpf, 1982; Stumpf et al., 1983b). 
- The organizatonal entry process received support within the general model 
| proposed. The relationships of information with realistic expectations and 
. realistic expectations with person-job congruence support the organizational 
eritry process suggested by Wanous (1980). Obtaining a greater amount of 
information leads to the perception of having more accurate information 
on which to establish job expectations and to choose an organization. A 
direct link between realistic expectations and work satisfaction was not ob- 
served, given the intervening effect.of person-job congruence. This is con- 
_ -Sistent with the findings of Greenhaus et al. (1983) that value attainment 
on the job more strongly. predicts satisfaction than do expectations and that 
the unmet expectation to satisfaction relationship | is. near Zero once value 
attainment. is held constant. | 

Several of Feldman's (1976, 1981) proposed ikaja bene anticipa- 
tory socialization and subsequent socialization processes and outcomes were 
supported. Person-job congruence appears to be a.central, intervening factor 
in the organizational entry — socialization process. The extent to which the — 
- person and job are perceived as compatible is an important common cause- ` 
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of several relationships, includirig work motivation with’ ereed work 
"performance, job-unit influence with perceived work performance, and or- 
ganizational commitment with work-satisfaction: Many of the moderate 
. to large correlations typically observed among work attitudes may be due 
partially to the positive effect associated with the feeling that one is in the 
. "right" job. 

. The portion of Hall's (1976) psychological success model investigated 
also received support: work motivation — perceived work performance (psy- 
chological success) — work satisfaction. The direct linkage of work moti- 
vation to work satisfaction (r=..48). shrank to a nonsignificant path coef- 
ficient of .18, which is consistent with Hall’s single cause-single effect model. 
Although Hall's model hypothesizes the indirect effect via perceived work 
performance, the model proposed herein suggests a common cause effect 
. due to person-job congrüence: Given that the latter common cause effect 
was twice the size of the indirect effect (.20 vs .10), it seems useful to ex- 
amine Hall's model in the context of a general process of becoming com- 
mitted to an organization. or withdrawi 
. Intention to quit was hypothesized and found to be the direct result of 
- two variables: organizational commitment and work satisfaction. Perceived 

work performance, work motivation, job-unit influence, and person-job 
congruence each had a moderate to strong correlation with intention to 
quit-(r’s =~.54, -.35; -.39, ~.48), but these relationships shrank to. near 
zero once various socialization process variables were examined. The in- . 
direct effects— particularly with respect to perceived work performance and 
person-job congruence—suggest that it-is the outcomes of the feelings about 
work performance (commitment and satisfaction) as well as being in a job 
and organization that suits one’s values and goals (via job-unit influence 
and work motivation) that affect intentions to quit or stay. `. 
Although no direct path relationship between organizational commit- | 
ment and turnover was hypothesized, the correlation between these variables 
was expected to be negative and significant. The observed, nonsignificant 
relationship between organizational commitment and turnover (r « —.09, 
ns) is counter to the results of eight studies on the commitment-turnover 
relationship reviewed by Mowday et al. (1982). The results of the eight 
‘studies Mowday et al. reviewed show a significant i inverse relationship be- .- 
tween organizational commitment and turriover in both cross-sectional and : 
longitudinal research designs with a variety of samples. The lack of a sig- | 
nificant relationship here may reflect some of-the constraints upon turn- 
over imposed by economic and labor market conditions at the time of this 
study. Although some individuals were not committed to the organization, 
they may have chosen to remain longer because of the lack of available, 
alternative opportunities. It is likely to be through the reinitiation of envi- 
ronment exploration: that organizational commitment influences subsequent 
turnover in situations of high: unemployment. E 
The relationship between organizational commitment and turnover, which - 
was piee: to’ be a was: found’ to Pee substantial and: Poet 
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(P5407 .31, p x .05). Once the intervening effects of intention to quit and 
environmerit exploration and the common cause effects of variables pre- 
ceding organizational commitment in the model are held constant, organi- 
zational commitment was positively related to turnover. Several effects ob- 
served help to explain this unexpected result. Specifically, certain individ- 
uals may have a general predisposition to explore (e.g., Holland's investi- 
gative personality type), independent of current work attitudes. To the ex- 
tent that their exploration leads to new job opportunities, they may leave 
their organization for a better job offer. Some support for this explana- 
tion is.found in the correlation of .24 (p < .05) between preentry environ- 
ment exploration and environment exploration a year later. A related ex- 
-planation is that greater environment exploration prior to choice provides 
one with a more. accurate view of what is available, even if specific job 
offers are not made at that time: The contacts developed while exploring 
may result in actual job offers several months after one > has accepted em- 
. ployment, which may precipitate turnover. 

The negative and significant direct effect between environment explora- 
tion-and organizational commitment (Ps; =- .18, p s.05, not hypothe- 
sized) also suggests that exploration may affect the turnover process in sub- 
tle, complex ways. Those who explore more prior to choice are less com- 
mitted to the organization when the intervening effects of entry and socializa- 
- tion are held constant. Although environment exploration has a positive 
indirect effect on organizational commitment based on the choice and 
. Socialization process, the overall effect for the organization may be negative. 
Finally, the significant correlation (r— -.24) and direct effect between 
realistic expectations and turnover. (P23 =-.22) suggest that developing ex- 
pectations that parallel reality —even if they are not specifically met—may 
reduce turnover. Individuals with purportedly valid information may view 
organizational events that lead to unmet expectations as exceptions due to 
immediate local conditions, and they may not necessarily develop negative 
attitudes towards the organization. For example, at entry one may accurately 
expect to receive a salary i increase after six months. However, local condi- 
tions six months later may result in no salary increase (e.g., lower than 
expected performance or a corporate-wide salary freeze). The individual's 
expectations would not be met, but they would still be considered realistic 
at the time of entry. The individual’s attitude toward the organization would 
not necessarily be lowered because of these unmet expectations. 

Several limitations of this study should be noted. First, the. data were 
collected via self-report instruments, which increases the possible presence 
of method and social desirability biases. The collection of objective measures 
of career exploration activities and on-the-job behaviors (e.g., job perfor- 
mance) would provide additional validity data. — . 

Second, the model does not include nonwork factors (e. g.; mania status, 
employment of spouse, geographical constraints) that may influence the 
career exploration activities, organizational entry processes, or a turnover 
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decision (Steers & Mowday, 1981). Future research should attempt to ex- 
amine such variables to determine their effect on the turnover process. 

Third, the sample size is less than desired because of the attrition of sub- 
jects across the three time periods. However, the statistical power of the 
statistical tests used is above .70 for most betas, and the significance level 
is .01 for most hypothesized relationships. 

Fourth, because of the one-way causal sequence proposed, feedback loops 
were not included. Others (Steers & Mowday, 1981) have suggested that 
feedback loops may be important to an understanding of the commitment 
or turnover process. Future research should address this issue in an alter- 
native analytic framework that does not assume a one-way causal model. 

Future research also should address exploration aspects of job search 
and how the information acquired affects choice, socialization, and com- 
mitment or turnover processes for populations other than new college or 
graduate school hires; for example, individuals entering trade or craft jobs 
or individuals making job changes within an industry. Until additional field 
and experimental research supports a general causal model, the results herein 
are best viewed as a framework for examining the processes leading to 
becoming committed to an organization or deciding to leave it. 
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An integrated structural model of Sins in organiza- 
tions was developed and tested through path analysis. Re- - 
sults provided qualified support for the causal assump- 
tions underlying. the. model. Role frustration and short - 
lead times were found: to be potent stressors. Felt stress 
‚and low organizational. commitment i a tly con- 
tributed to voluntary turnover. . | 


Recent reviews of the stress literature (Beehr & Newman,.1978; Beehr - 
& Schuler, 1982; Van Sell, Brief, & Schuler, 1981) indicate that few studies 
.have examined the multivariate linkages among the causes and consequences 
of. stress in organizational. settings (for exceptions, see House and Rizzo, 
1972; Miles-and Perreault, 1976). Furthermore, only limited attention has 
been devoted. (Bedeian & Armenakis, 1981; Miles, 1964) to assessing em- 
pirically the causal relationships among sets of organizational, task, role, 
and individual variables posited in theoretical models of stress (Beehr & 
Newman, 1978; Caplan, Cobb, French, Harrison, & Pinneau, 1975;.Cooper 
& Marshall, 1976; Kahn, Wolfe, Quinn, Snoek, & Rosenthal, 1964; 
McGrath, 1976). The ‘purpose of the present study, therefore, is to develop 
a preliminary structural model of stress, its antecedents and outcomes, and 
test the linkages specified in the model through path analysis.. 

‘In formulating the proposed structural model, the study went beyond 
the theoretical perspectives provided in the Kahn et al. (1964) model and 
incorporated important elements from recent conceptualizations of stress 
(Beehr & DR 1978; Bechr & Sener 1982; Caplan et al., 1975; 
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McGrath, 1976; Van Sell et al., 1981). Building on McGrath’s (1976) prop- 
osition. that stress. in organizations originates from the behavior setting, 
tasks, and roles, as well as characteristics of the **person system,” the model 
includes contextual, role-related, and personal variables as antecedent con- 
ditions potentially influencing job stressors. ` 


' Variables 
Contextual 


Recent studies (Adams, Laker, & Hulin, 1977; Parasuraman & Alutto, 
1981) have provided empirical support for the proposition that the behavior 
setting or sector of organizational space in which individuals are located 
provides a contextual basis for differential interpretations of or **mean- 
ing” ascribed to system events (Katz & Kahn, 1966; McGrath, 1976). Hence 
the concept of subsystem, reflecting the horizontal differentiation of or- 
ganizational space, was included as a primary contextual variable capable 
of influencing perceptions of stressors and stress reactions. Insofar as as- 
signment to different work schedules forces separation of workers, it rep- 
resents another source of differential work experiences and perceptions (Par- 
asuraman & Alutto, 1981). Thus work shift, which captures the temporal 
dimension of separation in terms of organizational space, represented 
another salient contextual variable of interest. | 


. Rok-Related 


Katz and Kahn (1966) and McGrath (1976) posited that various aspects 
of organizational roles could influence individuals’ work experiences and 
reactions. Among the variables found to be related to individuals' stress 
perceptions and their responses are: organizational level (Kahn et al., 1964; 
Parasuraman & Alutto, 1981; Van Sell et al., 1981); supportive leadership 
practices (Caplan et al., 1975 : House & Rizzo, 1972); and task characteristics 
(Brief & Aldag, 1976; Hall & Lawler, 1970; Parasuraman & Alutto, 1981; 
Schuler, 1977). Thus the set of role-related variables examined in this study 
included job level, reflecting the vertical differentiation of roles; leader- 
ship attention, representing supportive leadership; and five task charac- 
teristics: autonomy, closeness of supervision, complexity, interdependence, 
and routinization. | 


Personal 


Beehr and Newman (1978) and Van Sell et al. (1981), among others, have 
emphasized the role-of personal characteristics in influencing both the focal 
person's perceptions of stressors as well as reactions to them. Based on 
previous findings and/or suggestions, three personality or quasi-personality 
dimensions were examined to assess the differential sensitivity of individuals 
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to stress situations. They were locus of control (Beehr & Newman, 1978; 
Beehr & Schuler, 1982); trait anxiety (McGrath, 1970; Spielberger, 1966); 
and job involvement (Weissenberg & Gruenfeld, 1968). Additionally; age, 
sex, educational level; and organizational tenure were included as relevant 
demographic characteristics (Alutto, Hrebiniak, & Alonso, 1970; Beehr & 
Schuler, 1982; Indik, Pea » Slesinger, 1964; Rizzo, House, & Lirtz- - 
man, 1970). 


Job Stressors 


. In this paper, job stressors were viewed as situational factors potentially 
capable of producing stress reactions. Following Parasuraman and Alutto 
(1981), stressors were defined conceptually as job demands, constraints (or 
opportunities), and job-related events or situations that may affect an in- 
dividual's role fulfillment. As such they constitute potential sources of felt 
stress. Thus it was recognized that situations are not in themselves ‘‘stress- 
 fül,""but they may be so, depending on how individuals **receive'' the de- 
mand and the meaning that they attribute to the situation. Based on the 
research of Parasuraman and Alutto (1981), seven situational stressors were _ 
investigated in this study: interunit conflict; technical problems; efficiency 
problenis; role frustration; staff shortages; short lead times; and too many 
meetings. | 


Attitudinal Outcomes 


Felt stress was examined as the primary psychological response of indi- 
viduals to job stressors. Felt stress was defined conceptually as the psy- 
chological response state of disturbed affect experienced by.an individual 
in relation to various job demands or constraints encountered i in. the work | 
environment. The experience of stress has been found to influence the focal 
individual’s level of job satisfaction and commitment to the organization 
(Bedeian & Armenakis, 1981; Beehr & Newman, 1978; Hrebiniak &-Alutto, 
1972; Van Sell et al., 1981). Hence job satisfaction and organizational com- 
mitment were investigated as second level ene outcomes of impor- 
tance. ; -r 


Behavioral aiiis | 


It is generally believed that stress impairs performance, but the evidence 
provided by field studies (Buck, 1972; Hall & Lawler, 1970; Sheridan & 
Vredenburgh; 1979) is both sparse and mixed. Some researchers have re- 
. ported that job stressors and experienced stress are related to turnover (Brief 
& Aldag, 1976; Gupta & Beehr, 1979). Additionally, job satisfaction and 
organizational commitment have been found to be important attitudinal - 
factors related to voluntary job termination (Porter, Steers, Mowday, & 
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‘Boulian, 1974; Steers, 1977). Performance and turnover were thus investi- 
gated as salient behavioral outcomes of various organizational properties 
and individuals’ affective reactions to them. = .- ~~. 

. The pattern of relationships among the different sets of variables in the 
system is specified in the model presented in Figure 1. It should be noted 
that the model is recursive; that is.to say, the causal flow in the system 
_is assumed to be unidirectional with no reciprocal causations or feedback 
loops. In terms of the model, contextual, role-related, and personal variables 
represent the exogenous variables iti the system and are assumed to be pre- 
determined. The remaining variables in the model are endogenous, that 
is, they are considered to be dependent, and their total variation is assumed 
to be determined by some linear combination of the variables in the sys- - 
tem. Job stressors constitute the first level endogenous variables, which 
are posited to be influenced by antecedent contextual and role-related vari- 
ables and by personal attributes. Consistent with McGrath's (1976) con- 
ceptualization of stress as a response state of arousal, felt stress was treated 
as a primary psychological outcome directly related to stressor conditions, 
and both directly and indirectly influenced by the set of exogenous variables. 
Felt stress, in turn, was posited to be an intervening variable influencing 
» the attitudinal outcomes of job satisfaction and organizational commit- 
ment (Bedeian & Armenakis, 1981; Hrebiniak, & Alutto, 1972; Kahn et 
al., 1964) and, eventually, turnover. Of the two behavioral outcomes ex- 
amined in relation to individuals' organizational experiences, performance 
was posited to be influenced most immediately by felt stress (Buck, 1972; 
Sheridan & Vredenburgh, 1979). No direct effects were posited for satis- 
faction on performance, because of the equivocal results concerning the 
satisfaction-performance relationship reported in previous research (Schwab 
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& Cummings, 1970) and recent findings that the relationship is reciprocal 
. and mediated by rewards and other factors (Jacobs & Solomon, 1977; Ter- 
borg, Richardson, & Pritchard, 1980). The absence of previously demon- 
strated relationships between commitment and performance (Steers, 1977) 
provided the rationale for the exclusion of a commitment-performance link. 
Consistent with recent findings (Hom, Katerberg, & Hulin, 1979; Porter 
et al., 1974; Steers, 1977), job satisfaction and organizational commitment 
were treated as proximal determinants of turnover. Both performance and 
turnover also were assumed to be influenced directly and indirectly by 

stressors and the exogenous variables. | 


Method - 
Data canecton and Eme 


The dois for this study were gathered from a medium-sized food pro- 
cessing company. Questionnaires were administered at the work site and 
completed by 217 persons representing 86 percent of all employees. Of the 
respondents, 38 occupied managerial and supervisory positions; the rest 
' were in clerical and blue-collar production-related jobs. Of the respondents, 
67 percent were. male and 33 percent female. Managerial and supervisory 
personnel also completed a short questionnaire concerning their evalua- 
tion of the work performance of each of their subordinates. Turnover data 
and information pertaining to the job title/rank and organizational loca- 
tion of each individual were obtained from organization records. 


Measures 


Subsystem. Katz and Kahn’s (1966) scheme of generic types of subsys- 
tems was adapted to operationalize this contextual variable. The researchers 
and two other judges assigned subjects in the various departmental units 
within the organization into five subsystems based on their role in the pro- 
duction/distribution cycle and common dimensions in their primary func- 
tions: (1) Administrative subsystem included the ‘‘management group," 
members of the personnel department, and general office staff perform- 
ing managerial and administrative functions (7n = 32); (2) Production sub- 
system 1 included employees in production departments engaged in manu- 
facturing a single product, of limited variety (n = 64); (3) Production sub- 
System 2 consisted of individuals in production units processing several prod- 
ucts of great variety (n = 34); (4) Technical support subsystem included mem- 
bers of departments providing maintenance, quality assurance, and sani- 
tation services (n = 44); (5) Boundary subsystem included employees in units 
engaged in the supply and movement of materials and finished products 
within and without the organization (n = 43). For all units at least three 
of the four judges placed the subject in the same subsystem category. 


= 
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Shift. T3e dimension of work shift included two categories, first and sec- 
ond shift. A third shift, which partially overlapped with the second shift, 
included cnly 12 individuals working in the sanitation department. These 
12 persons were grouped with the second shift for the purposes of this study. 

Job Lev=l. The organization's ratings of the vertical dimensions of jobs, 
based on responsibility and authority, as well as education and/or train- 
ing required, were used to assign the subjects into three job level categories: 
(1) high level (e.g., managers and supervisors) (n = 38); (2) medium level 
(e.g., com»uter technicians, salesmen, group leaders, machine operators) 
(n = 95); (3 low level (e.g., clerks, utility workers, machine cleaners) (n = 84). 
This classification reflects the organization's assessment of the labor value 
of differert positions and recognized status differentials among job types. 

Task Characteristics. The five task characteristics were measured by scales 
used by Parasuraman and Alutto (1981): (1) Autonomy, reflecting the degree 
of freedoms built into the job, was measured by a 4-item scale; (2) Closeness 
of supervision was measured by three items indicating the extent of super- 
visory infLience and control on an individual's daily work; (3) Complex- 
ity was a item scale reflecting the training and communications require- 
ments of t3e job and the degree of complexity of the work itself; (4) Inter- 
dependence was measured by two items denoting the functional interrelated- 
ness of jobs; (5) Routinization was a 2-item scale reflecting the degree of 
repetitiveress of tasks and the extent to which they were governed by rules 
and reguletions. 

Leaders'ip Attention. Dansereau's (1972) leadership attention scale was 
used to assess the immediate supervisor's behavior towards a focal role per- 
former. 

Locus of Control. A modified version of Rotter's (1 966) I-E scale incor- 
porating tae items found to be work-related (Valecha, 1972) was used to 
measure locus of control. The 7-item scale was scored in the direction of 
increasing external locus of control. 

_ Trait Amxiety. This characteristic was assessed by a modified short form 
(Bendig, 1956) of the Taylor (1953) manifest anxiety scale. 

Job Invelvement. 'This construct was operationalized by a 3-item measure 
derived from the original Lodahl and Kejner (1965) scale. 

Measures of the demographic characteristics of interest were obtained 
by means of single item questions asking respondents to indicate their sex, 
age, and level of education attained. Length of tenure in the organization 
was assessed from self-reports and confirmed from organizational records. 
' Job Stressors. The seven situational stressors were operationalized by 
means of tne scales developed by Parasuraman and Alutto (1981). Interunit 
conflict was measured by four iterris reflecting communication difficulties, 
poor interdepartmental cooperation, and overlapping responsibilities. Tech- 
nical problems consisted of three items indicating resource inadequacies 
such as equipment breakdowns and defective materials and supplies. Effi- 
ciency proolems were a 2-item scale reflecting difficulties in achieving pro- 
ductivity standards. Role frustration was a 4-item scale denoting work 
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overload, low status, inadequate supervisory instruction, and favoritism. 
Staff shortages, short lead times, and the stressor of too many meetings, 
were assessed by single items, reflecting inadequacy of human resources, 
rush jobs under tight deadlines, and time pressures, respectively. 

Felt Stress. This attitudinal outcome was operationalized by a 9-item scale 
developed by Parasuraman (1982). 

Job Satisfaction. The Job Descriptive Index constructed by Smith, Ken- 
dall, and Hulin (1969) was used to measure job satisfaction. 

Organizational Commitment. This attitudinal outcome was assessed by 
the 4-item scale developed by Alutto, Hrebiniak, and Alonso (1973). 

Performance. Job performance was measured by a scale based on super- 
visory ratings of the quantity and quality of work, and overall job perfor- 
mance of each subordinate. 

Turnover. Company records indicated that 28 persons or 12.9 percent 
of the respondents had voluntarily terminated their employment in the or- 
ganization during the one year period following the survey. Voluntary turn- 
over was measured by a dichotomous variable indicating whether respon- 
dents had resigned or remained with the organization at the end of one 
year after the questionnaire was administered. 

The means, standard deviations, and scale reliabilities of the measured 
variables are reported in Table 1. 


Table 
Matrix of Pooled Within-Group Correlations of System Variables 
Variable X SD 1 2 3 4 5 6 7 8 9 
1, Shift (Dummy: 1- Ist shift) 
2. Autonomy 12.37 3.81 1H .76 
3. Closeness of supervision 9.9] 2.75 0101 -08 .71 
4. Complexity 10.18 2.77 B Il 20 .71 
5. Interdependence 7.42 2.19 -11 05 11 26 .62b 
6. Routinization 7.49 1.77 06 -001 14 21 23 .49b 
7. Leadership attention 24.17 7.72 02 B 20 (07 13 -06 .88 
8. Anxiety 7.]4 1.588 13 02 02 19 -05 07 -08 .65 
9. Locus of control 2.56 1.82 06 -2 0 06 -09 10 -20 17 .64 
10. Job involvement 804 200 06 09 06 02 08 -05 15 10 -17 
11. Sex (1 = male; 2= female) 1.33 AT -04 1i -i4 -12 -05 -ili 03 - 056 08 
12. Age 37.96 12.95 14 01 02 -09 06 01 03 -07 -09 
13. Education 326 1.66 -09 -IiI 09 23 07 09 -07 -Ol -07 
14. Organizational tenure 7.29 698 27 15 -02 03 12 13 -09 03 -06 
15. Interunit conflict 19.06 5.93 13 0 12 20 04 12-15 25 27 
16, Technical problems 14.87 4.32 -01 0 19 20 16 09 Q 23 05 
17. Efficiency problems 10.15 3.10 02 -19 13 21 20 RB -05 24 Q 
18. Role frustration 17.84 6.56 10 -Ol 12 19 04 16 -34 34 26 
19. Staff shortages 5.00 1.88 04 05 08 1 Q B -M 15 O07 
20. Short lead times 4.75 1.99 15 © 12 R -01 06 -08 22 21 
21^ Too many meetings 3.00 143 15 O 09 0 04 -09 02 16 14 
22. Felt stress 21.22 8.18 08 20 IiI 27 OL 12 -B 46 24 
23. Job satisfaction 125.91 34.65 04 29 008 -08 04 -14 50 -28 -39 
24. Organizational commitment 8.67 2.75 04 21 -07 -06 06 -09 25 -22 -20 
25. Rated performance 11.59 2.17 09 -03 -08 -04 05 05 12 -17 -M 
26. Turnover .13 34 02 -19 -09 10 -12 0 -07 12 -05 


*Decimals omitted for variables (correlation of .11 is significant at the .05 level); figures on the 
diagonal are scale reliabilities (o). 
Item intercorrelation. 
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Data Analysis 


A two-step analytical sequence, consisting of multivariate analysis of var- 
iance (MANOVA) and path analysis using least squares multiple regres- 
sion, was employed in testing the tenability of the proposed model and 
assessing the linkages among the system variables. In view of the method- 
ological constraints and problems involved in applying regression and path 
analysis techniques to multicategory ordinal variables (Heise, 1969; Land, 
1969; Lyons, 1971), the effects of the contextual and role-related variables 
of subsystem and job level on the remaining variables in the system had 
to be assessed separately. Accordingly, the MANOVA procedure was utilized 
to determine the effect of subsystem and job level, respectively, on stressors 
and the various attitudinal and behavioral outcomes. The two variables, 
subsystem and job level, then were statistically controlled for by computing 
pooled within group correlations adjusted to separate subgroup means (Finn, 
1974). This procedure eliminated the possibility of confounding the results 
due to systematic variation in the measured variables among different sub- 
systems and job level categories. The pooled within-group correlations (Table 
1) were used as data input for the stepwise multiple regression analysis per- 
formed to compute the path coefficients for each of the assumed causal 
links in the system. 


1 
Adjusted for Subsystem and Job Level* 


10 U R B M 15 6 17 B 19 20 21 22 B 24 25 26 


-22 04 -27 — 

18 -04 5354 -30 — 
-i4 04 -20 17 -03 .74 
-18 07 -27 06 -16 443 .68 
-06 -04 -05 04 01 38 42 62 
-22 -10 -14 03 01 60 41 42 .76 
-10 10 -17 -06 01] 44 35 4 49 — 
-10 06 -12 OS 01 58 32 29 53 43 — 

Ol 17 0 -09 08 26 26 17 2 A — 
-20 04 -22 15 02 27 21.24 24A RBR 42 18 .93 

32 -04 18 -21 12 -20 -20 -17 -17 -20 -25 -02 -52 .91 

22 06 22 -12 19 -17 -17 -i3 -13 -21 -25 02 -33 44 .88 

i3 -13 13 -06 -01 -09 -09 -07 -07 -18 -20 -10 -21 13 OS .85 
01 -li -12 03 -07 02 02 10 10 Iil 10 -Ol 23 06 23 %2 — 
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In applying path analysis procedures, it was recognized that all of the 
assumptions underlying such analysis (Billings & Wroten, 1978; Heize, 1969; 
James, 1980) may not be met fully in this study. Although the robustness 
of the F and f tests used in multiple regression analysis makes them resis- 
tant to minor violations of the assumptions (Kerlinger & Pedhazur, 1973), 
care was taken to minimize relaxations of the assumptions. First, the cor- 
relations among the exogenous variables were examined to check for possible 
multicollinearity (Gordon, 1968). The correlations among the three sets of 
exogenous variables ranged from 0 to .51; the median intercorrelation was 
.09. Second, in view of the theoretical proposition of an inverted U rela- 
tionship between experienced stress and level of performance (McGrath, 
1970), a scattergram was plotted to test for possible curvilinearity in the 
relationship between felt stress and rated performance. The results showed 
a weak negative relationship between felt stress and performance, but no 
evidence of an inverted U phenomenon. 


Results 


The results of the MANOVA performed to assess the effects of subsystem 
and job level on the system variables indicated significant main effects for 
both subsystem and job level on four of the seven stressors: technical prob- 
lems, efficiency problems, role frustration, and too many meetings. Addi- 
tionally, job level had a significant main effect on the stressor of short lead 
times. With regard to the outcome measures, job satisfaction and organi- 
zational commitment shared the main effects of subsystem and job level; 
subsystem also had a significant main effect on rated performance. 

The individual and joint contributions of subsystem and job level to vari- 
ations in the dependent measures for which significant main effects were 
found were assessed by means of multiple classification analysis (MCA) 
(Kim & Kohout, 1975). The results showed that subsystem had a greater 
impact than did job level on the stressors of technical problems (8 = .45 
vs. 8 —.16) and efficiency problems (6 =..27 vs. 8 = .19), as well as on rated 
performance (8 —.31 vs. 8—.09). In contrast, job level impacted more 
strongly on organizational commitment (8.36) than did subsystem 
(B = .22). The total or joint effects of subsystem and job level ranged from 
6 percent to 24 percent. The amount of variance explained was highest with 
regard to job satisfaction (R* = .24), followed by organizational commit- 
ment (R^ — .21), and the stressor of technical problems (R?— .21). 

Given the observed differences in the dependent measures across sub- 
systems and job levels highlighted by the MANOVA results, pooled within- 
group correlations controlling for the effects of subsystem and job level 
were used to perform the multiple regression analysis and determine the 
path coefficients for the 12 structural equations representing the model. 
Table 2 presents a summary of the regression results and the path coeffi- 
cient representing the direct effects of the predictor variables on each of 
the dependent measures. The data show that the model as a whole (after 
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controlling for subsystem and job level) explained 21 percent of the variance 
in voluntary turnover and 18 percent in rated performance. With regard 
to the intermediate outcomes, the causally prior variables accounted for 
49 percent of the variance in felt stress, 60 percent of the variance in Job 
satisfaction, and 29 percent of organizational commitment. The antece- 
dent contextual, personal, and role-related variables accounted for 13 to 
36 percent of the variation in job stressors. 

In order to trim the model and make it more parsimonious, the nonsig- 
nificant path coefficients in Table 2 were set equal to zero, and the reduced 
structural equations were reanalyzed according to the procedure specified 
by Heise (1969). Four of the seven stressors had no significant effects on 
any of the outcome measures, and they were excluded from further analysis. 
This resulted in a model consisting of 7 structural equations with 30 direct 
paths. The results of the reanalysis of the reduced model showed that ante- 
cedent variables explained 54 percent of the variance in felt stress, 46 per- 
cent of job satisfaction, and 15 percent of the variation in commitment 
(see Table 3). The explained variance for performance and turnover was 
8 percent and 17 percent, respectively (see Table 4). The exogenous variables 
accounted for 31 percent of the variance in role frustration and 12 percent 
of the variance in short lead times. Sheaf coefficients (Heise, 1972) were 
computed to assess the combined effect of the statistically significant role- 
related and personal variables as well as job stressors on felt stress, job 
satisfaction, organizational commitment, and turnover. The sheaf coeffi- 
cients for personal and role-related variables on felt stress were .32 and 
.24, respectively; the joint influence of role frustration and short lead times 
was .40. The influence of personal variables as a whole on job satisfaction 
was .25 and on organizational commitment was .30. The role-related vari- 
ables had a combined effect of .13 on turnover; felt stress and organiza- 
tional commitment jointly contributed .26 to turnover. 

The figures reported in Tables 3 and 4 illustrate the decomposition of 
the total effects into constituent direct; indirect, and spurious or noncausal 
effects (Alwin & Hauser, 1975; Ross, 1975). The results indicate that 25 
of the 30 direct paths were significant at the .05 level or better. Role frus- 
tration and short lead times were the principal stressors, indicating that 
work overload, low status, and excessive time pressures are key elements 
contributing to the experience of stress. Trait anxiety (p = .35) and close- 
ness of supervision (p = .19) made a positive contribution to the perceived 
prominence of role frustration; on the other hand, job involvement 
(p — -.21) and leadership attention (p — -.30) reduced the perceived mag- 
nitude of this stressor. The stressor of short lead times was positively in- 
fluenced by three exogenous factors—closeness of supervision (p= .14), 
anxiety (p —.19), and external locus of control (p —.18). 

A number of exogenous variables impacted directly and indirectly on 
felt stress. It may be seen that role frustration had a somewhat greater capa- - 
city to induce felt stress (p = .27) than did short lead times (p = .19). The 
power of trait anxiety to engender feelings of stress and psychological strain 
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Table 
Summary of Stepwise Multiple Regression Results: 
and Attitudinal and 


Independent Effect of Added Variables 


Job Stressors 
Interunit Technical Efficiency Role Staff Short Too Many 
Variables Conflict Problems Problems Frustration Shortages Lead Times Meetings 
Shift (Dummy: 07 0 - 0 07 03 ji 13 
1 = 1st shift) 
Autonomy ` 02 -0i 0 -13* -02 08 -04 
Closeness of 17* 18** 11 , 14* 10 [5** 12 
supervision 
Complexity 05 08 10 10 07 02 04 
Interdependence 09 19** 18** 09 02 02 H 
Routinization -03 0 04 03 10 -02 -15* 
Leadership -15* -03 |y -28*** -14 -08 01 
attention 
Sex (Dummy: 0 06 01 -07 ji 04 19* 
1 = male) 
Age -16* -i5 01 -08 -19* -08 -01 
Education 15* -04 -02 -06 -13 03 -07 
Organizational -02 -13 -02 02 06 01 04 
tenure 
Anxiety 2]** 25979 24*** 28**" 10 19** 14 
Locus of control 17* -04 -05 12 -01 14* 12 
Job involvement -08 -16* -10 -20** -04 -08 -01 
Interunit conflict ; 
Technical 
problems 
Efficiency 
problems 
Role frustration 
Staff shortages 
Short lead time 
Too many 
meetings 
Felt stress 
Job satisfaction 
Organizational 
commitment 
R? , 26*** 225** 14* 16*** 13* 15** 13* 
*Decimals omitted. 
*ps.05 
**n< .01 
w**y < 00] 


was reflected in its direct effect on felt stress (p = .31) as well as in its in- 
direct influence through role frustration and short lead times. The task char- 
acteristic of complexity tended to heighten the experience of stress (p = .14) 
slightly. On the other hand, increased job autonomy (p=-.19) and age 
(p =-.13) tended to reduce the severity of felt stress: Leadership attention, 
job involvement, locus of control, and closeness of supervision had indirect 
effects on felt stress through their influence on role frustration and short 
lead times. | 

As posited by the model, felt stress directly influenced individuals' af- 
fective reactions toward their jobs and decreased job satisfaction (p — -.32), 
as was the case with the stressor of role frustration (p — -.15). Leadership 
attention had a direct and positive effect (p —.37) on job satisfaction. 
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2 
Direct Effect of Antecedent Variables on Job Stressors, 
Behavioral Outcomes* 


(Standardized Net Regression Weights) 
Altitudinal and Behavioral Outcomes 


Felt Job Organizational Rated 
Stress Satisfaction Commitment Performance Turnover Variables 
-04 02 04 -07 0 Shift (Dummy: 
] = ist shift 
-.j9*** 05 09 -08 -19* Autonomy 
04 -07 -06 -16* -18* ae aie of 
supervision 
12* 04 02 04 12 Complexity 
0 -02 -01 -0] -13 Interdependence 
-02 -04 0 1 01 Routinization 
07 35*»** 17* 16* 0 Leadership 
attention 
-02 -11 08 -09 -07 E Pn ; y: 
— male 
-15* -11 03 06 -11 
08 05 0 -10 06 oi calon 
11 09 20* -04 03 Organizational 
tenure 
32*** -08 -]6* -16 -03 Anxiety 
04 -16** 06 06 -13 Locus of control 
12 13* i1 tI 10 Job involvement 
0 ~12 -04 -22* lI Interunit conflict 
-04 -01 02 02 -08 oria 
problems 
-03 02 02 0 07 Efficiency 
problems | 
27** -15* -05 03 03 Role frustration 
03 -09 -15 -01 Staff shortages 
]8*** 06 -07 ~14 -01 Short lead time 
01 10 11 -02 -02 Too many 
meetings: 
-30*** -09 — -13 20* Felt stress 
16 Job satisfaction 
-18* Organizational 
commitment 
Agee 60*** 2945 18* 21" R? 


Of the personal characteristics, job involvement (p = .15) and organizational 
tenure (p = .12) tended to enhance job satisfaction, and external locus of 
control diminished it (p =-.17). The remaining exogenous variables affected 
job satisfaction largely indirectly through role frustration, short lead times, 
and felt stress. Organizational tenure (p —.22) and leadership attention 
(p = .26) were the primary factors contributing to increased commitment 
to the organization, whereas anxiety tended to reduce (p = -.22) organiza- 
tional commitment. Contrary to expectations, felt stress was causally un- 
related to organizational commitment. 

With regard to the behavioral outcomes, none of the antecedent variables 
had a significant direct effect on performance. Felt stress and organiza- 
tional commitment were the two most immediate predictors of turnover; 
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felt stress contributed directly (p = .20) to increased turnover, and organi- 
zational tenure (p = -.20) diminished it. The decision to terminate also was 


Table 3 | 
Direct, Indirect, and Total Effects of Antecedent Variables 
on Job Stressors and Attitudinal Outcomes’ 


Antecedent 
Variables 


Autonomy 

Closeness of supervision 
Leadership attention 
Anxi 


ety 
Locus of control 
ig involvement 


Ratio of correlations duplicated within +.10 


Antecedent 
Variables 


Autonomy 

Closeness of supervision 
Complexity 

Leadership attention 
Anxi 


ety 
Locus of control 
Job involvement 


-Organizational tenure 
Role frustration 
as times 


Ratio of correlations duplicated within +.10 


Antecedent 
Variables 


Autonomy 

Closeness of supervision 
Complexity 

Leadership attention 
Anxiety 

Locus of control 

Job involvement 


Age 

Organizational tenure 

Role frustration 

Short lead times 

Interunit conflict 

Felt stress 

R? 

Ratio of correlations duplicated within + .10 


Job Stressors 
Role Frustration Short Lead Times 
Direct Direct 
Effect r Effect. r 
-1l -19 
19** 12 14** 12 
-30*** ~ 34 
3577" 34 19** 22 
ae 5 18** 21 
Er 7 12* 
5/5 3/3 
Felt Stress 
Effect 
Direct Indirect Total Spurious r 
-19** -01 -20 0 -20 
07 07 04 11 
14** 04 18 09 27 
-09 -09 -04 -13 
sD 11 42. 04 46 
06 06 18 24 
as -06 -18 -02 -20 
-]3* 
-03 -03 01 -02 
2170 27 28 55 
us 19 23 42 
8/11 
Job Satisfaction 
Effect 
Direct Indirect Total  Spurious r 
08 08 21 29 
-06 -06 03 -03 
-07 -07 -01 -08 
37*** 04 41 09 50 
-21 , -21 07 -28 
-17** -04 -21 18 -39 
15** 08 23 09 32 
05 05 13 18 
13 13 -01 12 
-15* -07 -22 -30 -52 
-05 -05 20 -25 
-10 -10 -02 -12 
A -32 20 -82 
54 m 
7/13 
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Table 3 (continued) 


Organizational Commitment 


Antecedent o UL MP 

Variables i Direct ‘Indirect Total Spurious r 
Autonomy 2 12 09 21 
Closeness of supervision -1 -11 03 -08 
Complexity -03 -03 02 05 
Leadership attention 26*** 02 28 -03 25 
Ánxiety -20** -03 -23 01 -22 
Locus of control -07 -07 -13 -20 
Job involvement 13 13 09 22 
Age 07 07 15 22 
Organizational tenure 22** -03 19 0 19 
Role frustration . . -10 -10 -25 -35 
Short lead times -12 -12' -13 | -25 
Interunit conflict -03 -03 -14 -17 
Felt stress -10 -10 -23 -33 
R2 * 
Ratio of correlations duplicated within +.10 7/13 

*Decimals omitted 
*p«.05 
**p« .01 
***p« .001 


directly influenced by autonomy (p — -.13). Contrary to expectations, job 
satisfaction had no effect on voluntary job termination by the focal role 
performer. 

The large sample chi square test (Joreskog & Sorbom, 1978; Kim & 
Kohout, 1975) was performed to determine the adequacy of the restricted 
model. The results showed that the full and reduced models did not differ 
significantly in their ability to explain variance in the outcome measures. 
As a further measure of the ‘‘goodness of fit" of the reduced model, the 
estimated correlations as represented by the sum of the direct and indirect 
effects were examined to assess the extent to which they were consistent 
with the original correlations between the predictor variables and the de- 
pendent measures (Billings & Wroten, 1978; Kerlinger & Pedhazur, 1973). 
Applying the criterion that the absolute difference between the reproduced 
and original correlation does not exceed .10 (Martin, 1981; Namboodiri, — 
Carter, & Blalock, 1975), the data showed that the reduced model duplicated 
all five correlations for role frustration and all of the correlations for short 
lead times. A smaller proportion of correlations was reproduced for felt 
stress (7 out of 11). For job satisfaction and organization commitment re- 
spectively, 7 of 13 of the reconstructed correlations were consistent with 
the original coefficients. For performance, 11 of 13 correlations were du- 
plicated; for turnover 13 of 14 reconstructed correlations fell within the 
limits specified. 


Discussion 


Overall, the results of this study provided moderate support for a multi- 
dimensional model of stress and yielded valuable insights into the etiology 
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of work-related stress and its consequences for the individual and the or- 
ganization. The data revealed that both contextual and role-related vari- 
ables, as represented by subsystem and job level, respectively, independently 
contributed to variation in job attitudes and behavior, as well as the reported 
magnitude of job stressors. It appears, therefore, that individuals’ percep- 
tions of work-generated stressors and their eventual reactions to these or- 
ganizational realities are importantly influenced by their location within 
a particular organizational space. These findings tend to confirm theoretical 
propositions (Katz & Kahn, 1966; McGrath, 1976) concerning the impor- 
tance of contextual and role-related referents in indexing members’ work 
experiences and are consonant with previously reported results (Adams et 
al., 1977; Parasuraman & Alutto, 1981). 

The path analysis results provided tentative evidence concerning the logical 
consistency of the posited structural model and, in general, indicated quali- 
fied support for the assumed causal pattern of relationships among the sys- 
tem variables. Personal variables were found to influence stressors direct- 
ly and somewhat more strongly than role-related variables. The role of trait 
anxiety in enhancing the perceived magnitude of stressors was demonstrated 
by its positive effect on both role frustration and short lead times. The find- 
ing that external locus of control increased the perceived prominence of 
short lead times defnonstrates the role of employees’ attributions of respon- 
sibility on perceptions of environmental stressors (Beehr & Newman, 1978). 
In contrast, job involvement tended to diminish role frustration, suggesting 
that ego involvement with work serves to temper the adverse perceptions 
of work overload and low status. The negative effect of leadership atten- 
tion on role frustration indicated the buffering impact of supportive super- 
visory behavior on the perceived prominence of stressors. Closeness of super- 
vision, which may tend to limit individuals’ behavioral options, served to 
increase role frustration. Thus, as suggested by Buck (1972) and McLean 
(1979), it appears that it is the perceived lack of individual control that 
renders particular situations stressful. 

As predicted, both role frustration and short lead times directly contrib- 
uted to the experience of stress as demonstrated by their positive effects 
on felt stress. Among exogenous variables, the greater sensitivity of anxious 
individuals to environmental stressors was manifested in the strong contri- 
bution of trait anxiety to felt stress. This finding is similar to the results 
reported by Kahn and his associates (1964) concerning the role of neurotic 
anxiety in modifying reactions to role conflict and role ambiguity. The neg- 
ative effect of age on felt stress indicates that increased maturity generally 
associated with age tends to enhance the stress-tolerance ability of individ- 
uals. It appears that older individuals may have developed coping mecha- 
nisms for dealing with stressors, whereas younger persons may be less skilled 
in coping due to their shorter period of work experience. It also is possible 
that age has a leveling effect in that it results in a downward adjustment 
of expectations concerning job conditions, or that older persons just ac- 
cept stressful conditions as a fact of organizational life. The finding that 
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autonomy decreased felt stress indicates that increased role latitude may 
enable individuals to deal more effectively with stressful work experiences. 
On the other hand, the direct effect of complexity on felt stress observed 
in this study suggests that this task characteristic may itself be a stressor 
(Caplan et al., 1975). 

A major finding of this study was that felt stress and low organizational i 
commitment directly contributed to voluntary termination of employment. 
This finding partially confirms preyiously reported studies suggesting that 
commitment may prove to be a better predictor of turnover than job satis- 
faction (Hom et al., 1979; Porter et al., 1974). The results would seem to 
support Porter et al.’ s.(1974) contention that organizational commitment 
is a more global and enduring evaluative response to the organization as 
a whole than job satisfaction, which may be.a more transitory affective 
reaction to a particular job. Thus job dissatisfaction may reflect a rejec- 
tion of the job, but not necessarily of the organization. As a result, low 
‘commitment to the organization is likely to bea more potent contributor 
to the decision to terminate than job dissatisfaction. ] 

. Felt stress was not found to be causally linked to-commitment as was 
expected from previous findings (Bedeian & Armenakis, 1981; Hrebiniak 
& Alutto, 1972). Yet both stress and commitment independently contributed 
. to voluntary severance of the employment relationship. This suggests that 
withdrawal from the organization is an impulsive and emotionally generated 
behavioral response to high experienced stress or psychological strain. On 
the other hand, voluntary termination also is a considered behavioral re- 
. sponse based on low stakes in the organization (Hrebiniak & Alutto, 1972). 
The results of this study demonstrate the utility of investigating both 
. macro and micro aspects of the organization in gaining a more compre- 
hensive understanding of the precursors and consequences of work-related 
stress. The results must be interpreted cautiously, however. Given the use 
of self-reports to. measure many of the variables employed in this study, 
itis acknowledged that common method variance may have accounted for 
some of the observed relationships among the system variables. Although 
. the formal test of significance revealed no difference between the full and 
reduced models in their ability to explain variance in the dependent measures, 
the marked decline in thé percentage of variance explained i in organizational 
commitment (29 to 15) and performance (18 to 8) in the restricted model 
suggests that possibly some paths that should have been retained were deleted 
(Billings & Wroten, 1978). Thus, in theory trimming it may be useful to 
combine the criterion of statistical significance with that of nieaningfulness 
for selecting paths to be retained (Kerlinger & Pedhazur, 1973; Land, 1969). 
Furthermore, the decomposition-of the path coefficients into constituent 
, direct and indirect effects indicated a somewhat low level of correspon- 
dence between some of the reconstructed: and original correlations (for ex- 
ample, role frustration with felt stress, job satisfaction, and commitment). 
This suggests that part of the original relationship was spurious; that is 
to say, part of the original zero-order correlation was the result of the joint 
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effect of causally prior variables (Ross, 1975). Other explanations include 
‘the possibility of correlated residuals, incorrect ordering of the variables, 
and unmeasured variables (Billings & Wroten, 1978; James, 1980; Kerlinger 
& Pedhazur, 1973). Multicollinearity among some of the variables (e.g., 
stressors) and the modest reliability of some measures may be additional 
limitations. Nevertheless, the path analysis of the structural model provides 
important insights into the internal dynamics of the system and represents 
a starting point for additional research using multivariate causal models. 
Based on the findings of this study, however, some modifications to the 
model appear indicated in order to enhance its explanatory power with re- 
gard to the phenomena of interest. The key changes suggested pertain to 
the role of the first and second level outcomes in relation to voluntary turn- 
over. Thus it is proposed that felt stress and organizational commitment 
be regarded as critical personal outcomes that directly and independently 
contribute to the decision to terminate employment. In contrast, job satisfac- 
tion might be viewed as an alternative second level outcome, unrelated to 
turnover. This reordering acknowledges the importance of job satisfaction 
as a personal outcome but recognizes that, as a short term and potentially 
changeable attitude, it may not be sufficient to induce voluntary separation. 

Given that the stress-performance relationship, though nonsignificant, 
was in the expected direction, it is suggested that performance be retained 
as a salient organizational outcomié. The weak relationship between felt 
stress and performance found in this study was due possibly to the assembly 
line operations in which a large proportion of the subjects were working, 
and the consequent low variation in individual performance. Another pos- 
sible explanation is that for individuals who had developed adaptive coping 
mechanisms, the experience of stress had little effect on performance. This 
suggests that the stress-performance relationship may be mediated by the 
effectiveness of the coping mechanisms evoked. Thus it is possible that under 
certain circumstances, felt stress may be accompanied by high performance. 

The present.study provides a useful starting point toward the develop- 
ment of tenable multivariate causal models of stress, its antecedents and 
outcomes in organizations. It also demonstrates the value of objective mea- 
sures of behavior—in this case, turnover—in assessing the predictive util- 
ity of perceptually based measures. The results serve also to underscore 
the need for developing appropriate research designs for longitudinal re- 
search in order to capture more effectively the dynamic processes involved 
in the generation of stressors at work and employees’ reactions to them. 
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En vironmental 

Boundary Spanning and 
Information Processing Effects 
on Organizational Performance’ 


` MARC J. DOLLINGER 
University of Kentucky 


The boundary spanning activity of the entrepreneur is 
used to examine the strategic management process in small 
business. In a sample of 82 owner/operators, intensive 
boundary spanning activity was strongly related to orga- 
nizational performance, and information processing capa- 
bility signifi cantly affected the performance-boundary 
spanning relationship. 


The strategic management of small business organizations fas been a 
generally neglected area of research: This is the case in spite of the numerous 
calls for investigations into the strategic management process and sugges- 
tions concerning how these investigations might be executed (Cooper, 1978; 
Dandridge, 1979; DeCarlo & Lyons, 1980; Schendel & Hofer, 1978; Sex- 
ton, 1982; Susbauer; 1978; Vesper, 1978). This is especially true for the 
very small business, termed by Brockhaus (1982) ‘‘microbusiness.’’ Yet the 
microbusiness provides almost laboratory conditions (relative to large com- 
plex organizations) for the study of strategic management. The small busi- 
ness organization has been theorized to have a simple goal structure (Schen- 
del & Hofer, 1978), a clean proximate environment (Schendel & Hofer, 
1978), a direct chain of command between goal formulation and imple- 
mentation (Mintzberg, 1978), and it is the basic and most populous form 
of business organization in this society. 

- This research concerns strategic management in the very small firm. The 
focus of this study is on the strategic behavior of the owner/operator of 
the small business organization, the entrepreneur. 

Brockhaus (1982) notes that most investigators and writers in the field 
would consider the owner/operator of a small business to be an entre- 
preneur. The owner/operator is personally. at risk but, unlike a simple 


‘The author wishes to thank K. E. Marino, P. K. Berger, C. H. Fay, and two anonymous reviewers 
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investor, undertakes to conduct the business on a day-to-day basis. The 
entrepreneur is Mintzberg’s ‘‘commander”’ form of peak coordinator, per- - 
forming the strategic management tasks of balancing the interests of the 
environment and the firm in which he is dominant (Mintzberg, 1978). Stra- 
tegic management is an entrepreneurial task (Learned, Christensen, An- 
drews, & Guth, 1965), and the owner/operator of the small business firm 
therefore is the master strategist for the organization (Mintzberg & Waters, 
1982). 

The problem of studying the owner/operator as strategist is that strategy 
making and implementation may be informal, implicit, or inarticulated. 
If strategy is defined as ‘‘the pattern of decisions. . .that determines and 
reveals [the firm's] objectives, purposes or goals, [and] produces the prin- 
cipal policies and plans for achieving those goals. . .'" (Andrews, 1980, p. 
18), then perhaps by observing the pattern of the owner/ operator's behavior, 
‘the firm's strategy may be revealed. However, it is conceivable that the . 
. pattern observed appears to hold little relevance for the firm or that no 

" pattern emerges at all. In the first instance, if the pattern of the owner/op- 
erator's decisions does not seem to be relevant to the firm, then **business"' 
strategy is not being observed. This behavior is not related to the role of 
owner/operator and entrepreneur. Either someone else is fulfilling the role 
or the firm's executive functions have been neglected. The owner/operator’s 
behavior is not purposeless; however, the firm cannot be considered the 

focal point of that behavior. In the second case, if no pattern emerges, 

then the strategy being observed probably is ineffective because strategy 

is seen as the major source of cohesiveness in the firm (Vancil, 1976). How- 

ever, before the attribution of ineffective strategy is made, the criteria for 
| performance need to be explicit. Performance criteria typically are ill-defined 

in entrepreneurial situations once survival is not an issue. Thus the prob- 
lem for the researcher in trying to relate a pattern of decisions, or activities, 
(strategy) to performance is imposing. 

However, Mintzberg's analysis of the peak coordinator as coalition man- 
ager provides an insight as to how to operationalize strategic activities for 
the small business owner/operator. Mintzberg viewed the owner/operator 
as the mediator between the internal and external forces. This is concep- 
tually equivalent to viewing the entrepreneur in his boundary spanning role. 
Boulton, Lindsay, Franklin, and Rue described the strategic planner as a 
boundary spanning individual. They recognized that in the course of bound- 
ary spanning activity, information is collected which has ‘‘strategic value, 
[and is] relevant to short term tactical managerial decisions, or [may] con- 
cern technical developments that. . .affect an organization's technical core" 
(1982, p. 501). In the microbusiness, the entrepreneur occupies the bound- 
ary spanning role. Therefore the strategic activities in which the owner/op- 
erators engage manifest themselves as boundáry spanning activities. 

The boundary spanning model and boundary spanning activity are rela- 
tively familiar. Adams (1976) listed five types of boundary spanning activ- 
ity as: filtering, transacting, buffering, representing, and protecting. 
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Evan (1966) believed that by studying the boundary spanning activity of 
an organization, one could deduce its goal structure, strategy, and imple- 
mentation plan. Organ (1971) viewed the boundary spanner as the ‘‘link- 
ing pin” between the organization and its environment. Wilensky (1967) 
called the boundary spanner the ‘‘contact man” who mediates the paradox 
caused by external forces demanding flexibility and internal ones requir- 
ing orderliness and efficiency. Aldrich and Herker hypothesized that ‘‘the 
organization's ability to- cope with environmental constraints depends in 
part on the ability of the boundary spanning individual to achieve a com- 
promise between organizational policy and environmental constraints...” 
(1977, p. 221). Therefore, it may be reasonable to view the entrepreneur's 
boundary spanning activity as an important aspect of the implicit strategy 
formulation and implementation process that must exist in the small busi- 
ness organization. The entrepreneur's boundary spanning activity represents 
both the perception of the aspects of the environment for which action is 
necessary and the commitment of organizational resources (the owner's time 
and expertise). 

Because of the owner/operator's tremendous influence on his organiza- 
tion's activities, the personal characteristics of this individual are impor- 
tant to organizational performance. Two streams of research converge on 
this matter. The relationship between personal characteristics and bound- 
ary spanning has been summarized by Miles (1980). Among the correlates 
mentioned are flexibility, extroversion, tolerance of ambiguity, self- 
assurance, need for visibility, and savoir faire. The relationship between 
personal characteristics and entrepreneurship has focused on the tendency 
to become an owner/operator of a small business. Among the possible cor- 
relates are: need for achievement (McClelland, 1971), locus of control (Bor- 
land, 1975; Shapero, 1980), leadership and independence (Hornaday & 
Aboud, 1975), risk-taking (Brockhaus, 1980; Shapero, 1980), and integra- 
= tive complexity (McGaffey & Christy, 1975). 

Because this study examines the boundary spanning activity of the owner/ 
operator, it would seem appropriate to concentrate on the personal char- 
acteristics of entrepreneurs who interact with the environment. The envi- 
ronment has been characterized in terms of complexity, change, heteroge- 
neity, and uncertainty (Conrath, 1967; Drucker, 1980; Lawrence & Lorsch, 
1967; Terreberry, 1968; Thompson, 1967). Weick (1969) advocates that the 
salient features of the environment are only those that are ‘‘enacted’’ by 
the individual's perception. It appears that the manner in which the indi- 
. vidual processes information and the choice of which information to pro- . 
. cess are the important personal characteristics for the small business owner/ 
. operator in the boundary spanning role. 

Figure 1 represents the general model for this research. 

Arrow 1 indicates the relationship between information processing capa- 
bility and boundary spanning activity. The more sensitive the individual 
is to salient information in the environment, the more boundary spanning 
activity will be performed (Kahn, Wolfe, Quinn, Snoek, & Rosenthal, 1964; 


354 — Academy of Management Journal June 


Figure 1 
General Model of the Interaction of Boundary Spanii Activity, 
Organizational Performance, and Information Processing Capability 






Information 
Processing 
Capability 







Leifèr & Delbecq, 1978). Also, if the boundary spanning of the owner/op- 
erator is considered as a surrogate for structure (Evan, 1966), then the more 
complex information capabilities will require more boundary spanning. In- 
dividuals who can discriminate among a wide variety of stimuli possess a 
larger potential for information processing (Schroder, Driver, & Streufert, 
1967). This increases their capacity for boundary spanning activity. Indi- 
viduals who cannot deál with a wide variety of stimuli focus on only the 
least ambiguous information and have a decreased capacity for boundary 
spanning. By this reasoning, the entrepreneur who attends to only unam- 
biguous events has no need for boundary spanning and strategic planning. 
HI: There is a positive relationship between integrative complexity 
and boundary spanning activity. 
H2: There is a negative relationship between intolerance of ambi- 
guity and boundary spanning activity. 

Arrow 2 indicates the relationship between information processing capa- 
bility and organizational performance. Because boundary spanning is not 
the only managerial and entrepreneurial activity of the owner/operator, 
higher levels of information capacity contribute to performance—for ex- 
ample, through the design of more efficient production methods or con- 
trol systems. In addition, the increased information processing capability 
results in more finely tuned strategic plans. The organization's financial 
performance will be better as a result. 

H3: There is a positive relationship between integrative complexity 
and financial performance. 

H4: There is a negative relationship between intolerance of ambi- 
guity and financial performance. 

Arrow 3 shows the relationship between boundary spanning and perfor- 
mance. Higher levels of boundary spanning are associated with higher levels 
of financial performance. The small business faces a turbulent environ- 
ment (Child, 1972; Drucker, 1980) and requires boundary spanning activ- 
ity to maintain its position and equilibrium (Benson, 1975). Entrepreneurial 
boundary spanning activity provides the owner/operator with the infor- 
mation necessary for strategy formulation. Simultaneously, the transactions 
between the entrepreneur and the environment implement the strategy. 


The SPOS below po the direct link between strategy and perfor- 

“mance. .' 

. H5: There i is a positive relationship between boundary spanning ac- 
tivity and financial performance. 

Arrow 4 indicates that the information processing capability of the owner/ 
operator may affect the boundary spanning-performance relationship. To 
wit, if the capability to interpret and recode information from the environ- 
ment is lacking (low capability), the boundary spanning performed would 
be ineffective and not contribute to the firm's financial performance. The 
implication is that only ‘‘good”’ strategy is effective. The strongest bound- 
ary spanning-performance relationships would be found in individuals with 
high information processing capability. | 

H6: When the owner possesses high in tegrative complexity, the 
boundary spanning-financial performance relationship will be stronger 
than that found in the low integrative complexity owner. 

H7: When the owner possesses low intolerance of ambiguity, the 
boundary spanning-financial performance relationship will be stronger 

-` than that found in the high intolerance of ambiguity owner. 

Two assumptions concerning the operationalization of the model should 
be made explicit. The first is that the owner/ operator is the dominant bound- 
ary spanner in his organization. If boundary spanning is delegated to a con- 
siderable extent, tests of the model will be inconclusive because the wrong 
subject is involved. The second assumption is that the owner/operator's 
boundary spanning is nontrivial. That is, the behavior under examination 
occurs often, and it represents a major activity for the subject. These two 
assumptions are subject to a validity check: Is.the percentage of time spent 
in boundary spanning relatively large in proportion to other owner/operator 
activities? What percentage of the organization's total boundary spanning 
is performed by the owner/operators? Answers to these two duesoons: are 
BONUS in the results section. 


Method 
Sample — | 


Data were collected by survey instrument from the owner/operators of 
four different types of small business organizations. There were 38 retail 
firms (food and apparel) and 44 manufacturing firms (food and apparel). 
Subjects were selected at random from phone directories in the Allentown- 
Bethlehem-Easton Pennsylvania SMSA. Of the owner/operators contacted 
by phone prior to mailing the survey, 180 met the inclusion criteria. The 
criteria were: 

e firm be owner operated (25 1 percent. ownership) 

e firm have between 2 and 100 employees — : 

e firm be in operation one year or longer 
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The total number of usable responses was 82 (45.5 percent). Among the 
demographic characteristics of the informants sampled were: median age 
of the owner/operator, 45 years; educational level, mode = some college; 
there were 66 males and 12 females (4 missing data). The average age of 
the firms was 29.46 years, and the average number of employees was 46.35 
(mean). 

A potential problem exists in the use of informants in organization re- 
search. Seidler (1974) reports that informants, people who give descrip- 
tions of relationships and patterns of behavior, may be biased. The bias 
increases the more vague and controversial the information and the larger 
the unit size being observed. Researchers sensitive to these issues—for exam- 
ple, Dewar and Werbel (1979)—have used multiple informants in each unit. 

In this study, only the owner/operator was surveyed in each firm. How- 
ever, the nature of the information—that is, to report the number of hours 
and contacts with people outside the organization—appears neither vague 
nor controversial. Seidler's (1974) work was in the context of leadership, 
conflict, and satisfaction in Roman Catholic dioceses and included mea- 
sures of leadership style, ideological polarization, satisfaction, and con- 
flict between bishops and clergy. These clearly are controversial issues, and 
biases were observed in the informants. No such biases are expected in this 
study. : 

The size of the unit within which the informant is reporting presents a 
different problem. Seidler's dioceses ranged from 1,400 members for large 
cities to 20 members for the smallest unit. His results indicate that bias 
(low interrater reliability) increases the larger the unit size. Even though 
the firms under investigation in this study are small businesses, it may be 
that the owner/operator is unaware of the amount of additional boundary 
spanning activity taking place in his organization. This poses two problems: 
(1) the amount of others' boundary spanning activity reported may be biased 
(direction unknown) and (2) the effect of the boundary spanning on per- 
formance is unmeasured. 

However, these problems are not insurmountable. Seidler suggests guide- 
lines to counteract bias when selecting informants. Among these are: (a) se- 
lect a balanced set of informants (expecting bias in both directions); (b) stan- 
dardize the informants by selecting occupants of the same positions; and 
(c) select informants who have access to the information needed. These three 
criteria to minimize bias are met by the subjects in this study. Owner/op- 
erators of all sizes of small firms (range 2 to 100; average number of em- 
ployees 46) are included. All subjects hold the same organizational posi- 
tion, and all subjects have direct access to the information requested. 

The second problem, measuring the effects of this additional boundary 
spanning activity, is dealt with in the procedures section. 


Measures 


The data reported here are part of a larger study, and only the relevant 
portions are included. Boundary spanning was measured in two ways. 
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Subjects were asked to record the number of hours and the number of con- 
tacts they had in an average week with each of nine categories of environ- 
mental constituencies. The categories were: (1) customers/clients; (2) sup- 
pliers/vendors; (3) interviewing new employees; (4) bankers, lawyers, ac- 
countants; (5) business, professional, and trade associations; (6) regulators, 
government, and union officials; (7) outside stockholders or creditors; 
(8) competitors; and (9) other business related activity. The sum of the hours 
spent in these activities divided by the number of hours worked per week 
is a measure of how intensive the owner/ operator' S boundary spanning ac- 
tivity is: the percentage of work time spent in boundary spanning activity. 
The sum of the number of contacts is an extensive measure. (The calcula- 
tion of the variables used in the statistical tests reported below did not in- 
clude customer/client figures because many subjects reported very large 
customer/client counts, indicating a cashier" S role and not actually bound- 
ary spanning.) 

Two measures of information processing capability were used. The first 
was intolerance of ambiguity (Budner, 1962). This is a 16-item question- 
naire. Budner defined intolerance of ambiguity as the tendency to perceive 
ambiguous situations as sources of threat. The situations may be new, com- 
plex, or insoluble. As such; this definition represents the “‘content’’ dimen- 
sion of information capability. Budner reported a series of reliabilities (Cron- 
bach’s alpha) ranging from .39 to 62 for the.scale and admitted that the 
low reliability was because of the multidimensionality of the variable. The 
reliability for the subjects in this study was a=.56. 

The second measure used was integrative complexity, which was opera- 
tionalized by the Schroder sentence.completion test (Schroder et al., 1967). 
The three sentence items to E the ee e" were: 

*WhenI am in doubt. . | 

**Rules.. 

“When I am criticized. . m 

Schroder et al. (1967) aai a scoring manual, and responses are scored 
along a 7-point Likert scale. The criterion for scoring is the complexity with 
which the answers are structured. The two highest scores are averaged for 
the final score. This method produces the same internal reliability as the 
correlation between total score and each item of a 6-item measure (Schroder 
et al., 1967). Cronbach's alpha for the two items in this study was .87. 
`` Performance was measured by net addition to retained earnings, cur- 
rent sales, and the gross economic benefits accruing to ownership for 1981. 
This last measure was constructed by. prorating by percentage of owner- 
ship the owner's draw; fringe benefits, cash dividends, and net additions 
to retained earnings. It’ represents the total economic benefits available to 
ownership (adjusted for more than one eqüity position). This measure was 
suggested by Webster (1977) and Susbauer (1978). - 


Testing the: Hypotheses - 


' Hypotheses 1 and 2 were sred using dai correlátion coefficients. How- 
ever, in Hypotheses 3 through 7, financial performance is the dependent 
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variable, and a number of influences on a firm’s performance, other than 
the owner’s boundary spanning and information capability, need to be con- 
sidered. Data were collected on four of these possible influences: the type 
of business (a nominal variable), the age of the firm, the number of em- 
ployees (size), and the total number of hours that all organizational mem- 
bers engaged in boundary spanning (as reported by the owner). 

The variation in performance attributable to these four contextual in- 
fluences was controlled for by entering these variables into the regressions 
on financial performance first, and then entering the independent variable 
of interest. The test used was the significance of the F-ratio due to the change 
in the R? for the regression (Kerlinger & Pedhazur, 1973). 


Results 
Evidence of Validity 


An examination of Table 1 shows that there is evidence of construct valid- 
ity for the genera] model of Figure 1. The correlations among the variables 
representing the three constructs—information processing capability, bound- 
ary spanning activity, and financial performance—all (with one exception) 
possess the correct sign and are statistically significant. The exception is 
the correlation between net additions to retained earnings and gross eco- 
nomic benefits. The near-zero correlation may indicate that in the short 
run, on an annual basis, the level of earnings attained does not affect ex- 
ecutive compensation. Further evidence for this is found in the positive cor- 
relation between gross economic benefits and a 3-year average of earnings 
(r= .35, p<.05). This indicates that over a longer period executives’ com- 
pensation is related to the level of earnings. 

Another validity check concerns the assumption that the owner/operator 
is the key boundary spanner in the organization. This also is borne out, 
by both qualitative and quantitative data. The results show that for all 
boundary spanning activity (including customers), the owner/operator 
spends 33 working hours (59 percent of work time) and has 137 boundary 
Spanning contacts per week. Even excluding customers, the owner spends 
over a quarter of his time (27 percent) engaged in boundary spanning. 

Compare these figures to the amount of total organizational boundary 
spanning reported by the owner (in Table 1). Given that the owner's estimate 
is biased but that the bias is standardized, the owners report an average 
of 78 hours of boundary spanning for the entire firm. Thus, the owner's 
proportion of all the firm's boundary spanning is (33/33 + 78) 29.7 per- 
cent. Further, if the bias is not standardized across firms, it most likely 
is represented in customer-related boundary spanning because this is the 
largest single category of boundary spanning reported. When customer- 
related boundary spanning is removed from the totals, the owners report 
an average of 15 hours of boundary spanning versus 12 hours for all other 
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organizational participants. Thus, the owners report that they perform 
(15/12 + 15) 55.5 percent of all noncustomer boundary spanning themselves. 

This information seems plausible when compared with qualitative infor- 
mation obtained from the informants. The owners were asked to list the 
job titles of employees who also engaged in boundary spanning activity. 
Of the 82 subjects, 29 reported no other boundary spanners. Only 18 re- 
ported purchasing agents or buyers. In fact, only six firms reported job 
titles that suggested boundary spanning of a strategic nature (three vice- 
presidents, two engineers, and one consultant). Taken together, the data 
strongly suggest that the owner/operator clearly is the dominant boundary 
spanner in the organization and that boundary spanning activity comprises 
a Major entrepreneurial role. 


Results of Hypothesis Tests 


Table 1 shows the intercorrelations among the variables. The relation- 
ship between integrative complexity and boundary spanning as a percent- 
age of time is positive and significant (p< .05). The relationship between 
intolerance of ambiguity and both measures of boundary spanning, though 
not statistically significant, is negative, and this is the expected sign. There- 
fore, Hypothesis 1 is accepted, and there is evidence in support of Hypoth- 
esis 2. 

Hypotheses 3, 4, and 5, describe the effect of integrative complexity, in- 
tolerance of ambiguity, and boundary spanning activity on the financial 
performance of the firm. These hypotheses were tested by examining the 
incremental variance explained by the independent variable after the ef- 
fects of the contextual variables were removed. Table 2 shows the results 
of the regressions of the contextual variables on financial performance. 


Table 2 
Results of Regression of the Contextual 
Variables on Financial Performance 


Financial Performance Variable B S.E. B F 

Sales Total organization BSA 12,029. 2,964. 16.5 
Age of firm -241 : 238,820 1.0 
Type of business -721,030 385,888 3.5 
Number of employees 20,240. 4,215. 23.0 
Constant 555,248. 

R?= 41 S.E. =2,155,098 F4,50= 8.54 (p «.001) 

Retained earnings Total organization BSA 67. 45. 2.2 
Age of firm -2,773. 3,698. 6 
Type of business ~9,633. 5,976. 2.6 
Number of employees 285. 65. 19.1 
Constant 11,191. 

R?2.31 S.E. — 32,115 F4,46 = 5.5 (p <.001) 

Gross economic benefits Total organization BSA 1,137. 630. 3:4 
Age of firm 3,596. 50,745. 0 
Type of business ~8,408. 81,995. d 
Number of employees 846 895. 9 


Constant 30,313. 
R2= .08 S.E. = 431,736 F4,44 = .09 
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Table 2 indicates that the contextual variables do explain a significant . 
proportion of the variance in sales and retained earnings. In both of these 
cases, the number of employees (size) is the most important influence. How- 
ever, these variables are not good predictors of gross economic benefits. 
It thus appears that this variable—which represents, in effect, executive 
compensation—is the most context free of the performance criteria. 

Table 3 displays the results of the regressions of the information pro- 
_ cessing variables on financial performance. After the influence of the con- 
textual variables was removed, neither intolerance of ambiguity nor inte- 
grative complexity made a significant contribution to the explained vari- 
ance in financial performance. Therefore, Hypotheses 3 and 4 are rejected. 

Table 4 shows the results of the test of Hypothesis 5. The upper portion 
of the table indicates that boundary spanning as a percentage of time con- 
tributes significantly and positively to the variance in financial performance 
for sales and Bross. The lower portion of the table indicates that the number 


Table 3 
Effects of Information Processing 
Capability on Financial Performance 





R^: : — R* with n of F — Ratio 
. . . Context Information eta of R? 
Financial Performance (N) Variables Processing Coefficient Increment 
Intolerance of Ambiguity l 
Sales (54) AT1*** d4*** — 2.57 
Retained earnings (50) 3] *9* it + 2.70 
Gross (48) .08 .09 — — 46 
Integrative Complexity 
Sales (54) 41*** 41*** — .00 
Retained earnings (50) ,31*4* " 2409 — .68 
Gross (48) 08 - 10 — 93 
*p«.10 
#4 < .05 
een <.01 
Table 4- 


Effects of Boundary Spanning diii 
on Financial Performance 





R? R? with - Sign of F— Ratio 
2 al Context - Boundary Beta of R? 
Financial Performance (N) ' Variables Spanning Coefficient Increment 
Boundary Spanning as a Percentage a Time. 
Sales (54) 41** .53*** + 8.17*** 
Retained carnings G0 Siere 31** .00 
Gross .08 (0 42*** t 24.62*** 
Boundary Spanning Contacts ; : 
Sales (54) eee 43*** + 1.68 
Retained earnings (49) A i :39* 99 ck 2.65 
Gross (48) .08 08 > .00 
*p«.10 
Ld ,05 
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of boundary spanning contacts is a positive influence on sales and retained 
earnings but not at statistically significant levels. The conclusion is that 
boundary spanning activity is positively related to financial performance, 
and the hypothesis is accepted. | 

Hypotheses 6 and 7 posited a stronger relationship between financial per- 
formance and boundary spanning when the owner/operator possessed higher 
levels of information processing capability. These hypotheses were tested 
in two complementary procedures (Argote, 1982). The first method used 
a split sample technique (disjoint analysis). The sample was divided at the 
median values for intolerance of ambiguity and integrative complexity. The 
effects of the contextual factors were removed, and the partial correlation 
coefficients between boundary spanning and financial performance were 
. calculated. These partial correlation coefficients then were compared for 
the high and low groups. The results are presented in Table 5. 

The results shown in Table 5 are mixed. The relationship between bound- 
ary spanning contacts and financial performance (Table 5, IT, IV) appear 
substantially unchanged by information processing capability. If a poem 


| Table 5 | 
Correlations Between. Boundary Spanning Activity ind 
Financial Performance for High and Low 
information Processing Capability* 








Intolerance of Anhui 
Financial Performance (Nip Nyro) ` High Low 
I. Boundary Spanning as a Percentage of Time | 
es (26, 27) l .36** 47*** 
Retained earnings (26, 23) .31 -.31 -2.10** 
Gross (24, 23) .08 1072s 2,92*** 
Contacts 
(24, 27) l 20 18 -.07 
Retained earnings (24, 23) 44quee 08 -1.25 
Gross (23, 23) 33 —-.05 -1.24 
Integrative Complexity 
Financial Performance (Ny, Nio) High Low -w 
HI. Boundary Spanning as a Percentage of Time l 
_ Sales (29, 24) A3 A4* . .-05 i 
Retained earnings (26, 23) 7.16 .38** -1.84** 
Gross (25, 22) .70*** 40** 1.42* 
IV. Boundary Spanning Contacts 
' Sales (29, 23) AS 36 -.76 
Retained earnings (26, 21) 1 - J0  —— 70 
Gross Q5, 20) .00 .07 -22: f 


The correlations presented are the partial correlation coefficients Deuce boundary spanning and 
financial performance after the variance due to the contextual variables has in removed. 
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emerges at all it is that the stronger boundary spanning contacts-perfor- 
mance relationships exist under low information processing capability (five 
of six signs are negative). 

When boundary spanning as a percentage of time (intensiye boundary 
spanning) is examined, significant relationships do emerge, but these are 
not consistent (Table 5, I, HD. Low information processing capability seems 
to strengthen the boundary spanning-retained earnings relationship. High 
information processing capability seems to strengthen the boundary span- 
ning-gross relationship. By itself, this test is inconclusive. 

Table 6 presents the results of a moderated regression designed to test 
the incremental effects of the interaction of information processing capabil- 
ity and boundary spanning on financial performance. The contextual vari- 
ables and main effects were regressed on performance (the additive model), 
and then the multiplicative interaction term was included in the regression 
(Kerlinger & Pedhazur, 1973). 

This complementary test indicates that the strongest interaction occurs 
for boundary spanning as a percentage of time and gross. As before, in- 
formation processing capability has little effect on the boundary spanning 
contacts-performance relationship. However, the inconsistent and unpre- 
dicted relationship between retained earnings and low information process- 
ing capability that emerged in the disjointive tests of Table 5 disappears 
in the conjointive tests of Table.6. The conclusion is that information pro- 
cessing capability does affect the boundary spanning (intensive type)-per- 
formance relationship (gross), and Hypotheses 6 and 7 are accepted. 


Table 6 
Effects of Information Processing Capability on Relationships 
Between Boundary Spanning Activity and Financial Performance 


R? Main and F-— Ratio 
R? Main Interaction of R? 
Financial Performance (N) Effects* Effects Increment 


I. Intolerance of Ambiguity and Boundary Spanning as a Percentage of Time 
Sales (54) So Te bah S" .00 


' Retained earnings (50) ,34*** :39* T .. .00 
Gross (48) .42*** .63*** 22.70*** 
II. Intolerance of Ambiguity and Boundary spanning Contacts 
Sales (54) ii. PLI .00 
Retained earnings (49) .39*** dtt 3.66* 
Gross (48) .09 .09 .00 
IH. Integrative Complexity and Boundary Spanning as a ETUR ee or. Time 
Sales (54) 55** 3.28* 
Retained earnings (50) 33*** poem .00 
Gross (48) 47*** $57*** 9.30*** 
IV. Integrative Complexity and Boundary Spanning Contacts 
Sales (54) .44** 44** .00 
Retained earnings (49) 36*** 3g*** 1.32 
Gross (48) ; .10 .10 .00 


aMain effects include contextual variables as well as boundary spanning and information process- 
ing capability. 
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The isdi show that the strategic manes nent process and environ- 
ment/organization interaction is alive and well even in the microbusiness. 
The amount of boundary spanning performed by the owner/operator in- 
dicates that the strategic alignment and negotiation process is a continuing 


" - concern for the small business owner even though the goal structure and 


strategic plans are implicit. More importantly, this strategic action is sig- 
nificantly related to the pertomance of the firm and the compensation of 
the entrepreneur. | 

Of course, not all boundary spanning is of a strategic nature. Although 
the entrepreneur spends a considerable amount of time and energy perform- 
ing boundary role functions, some of this activity is directed at sales, ne- 
gotiating terms with suppliers; and other day-to-day operations. But even 
the pattern of these more prosaic activities is the consequence of strategic 
decisions: targeting a market or a customer need, securing sources of raw 
materials and supplies. This indicates that the implementation of the strategic 
plan (however implicit) is performed directly by the entrepreneur. . | 

The implication for current and future small business owner/operators 
is that the role of strategic planner must not be neglected. Regardless of 
the criteria for performance, the owner/operator must be sensitive to con- 
stituencies in the environment. There clearly.is a need to perform environ- 
mental analysis and personally engage those elements of the environment 
that provide opportunities or pose risks for the firm. 

"The second set of findings concerns the difference in the types of bound- 
ary spanning that may be engaged in. Katz and Kahn (1978) suggested that 
both intensity (amount of time spent in boundary spanning) and extensity ` 


. . (number of contacts) are important measures. However, it appears that 


although the measures are theoretically and empirically related, they repre-. 
sent different types of behavior and serve different functions. | 

First, the intensive type of boundary spanning activity (percentage of 
time) is positively and significantly related to two of three measures of finan- 
cial performance. Between 12 percent and 34 percent of the increase in ex- 
plained variance in performance can be attributed to intensive boundary 
spanning activity. Thus it appears that although intensive boundary span- 
: ning is related to the number of contacts (r—.38, p<.001), it is a more 
performance related activity. It would appear that the owner/operator, hav- 
ing evaluated the important constraints and contingencies imposed by the 
environment, concentrates energy on selected environmental elements that - 
are perceived to contribute most to performance. These may be different 
for any individual owner/operator, but the processes in environmental anal- 
ysis; problem identification, risk and opportunity evaluation, and resource 
commitment seem to take place. This would mean that some form of stra- 
`- tegic management or planning can be imputed from the owner/ operator’ S 
boundary spanning activity. 
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A second difference between the two types of boundary. spanning is found 
in the effects of information processing capability on the boundary span- 
| ning-performance relationship. For the most part, information process- 

ing capability had no effect on the relationship between the number of 
boundary spanning contacts and financial performance. However, the in- 
formation processing characteristic appears to be an important talent for 
the owner/operator when engaged in intensive boundary spanning (and 
thereby strategic action). This is especially relevant when the performance 
criterion is the personal economic benefits of the owner/operator (gross). 
The boundary spanning activity.in the high integrative complexity group 
and the low intolerance of ambiguity group is strongly related to personal 
economic gain. When lower levels of information processing capability are 
present, the intensive boundary spanning-performance relationship declines. 

There also are implications for the development, selection, and training 
of individuals who desire to become owner/operators. For individuals with 
greater information processing capacity and complexity, skills that increase 
competency for intensive boundary spanning could be sharpened. For the 
other individuals, nonboundary spanning, internally oriented skills may 
. bemost appropriate. The point here is that the individual with lower levels 
of information processing capability may contribute more to performance 
in certain routine boundary spannitig situations (Kolchin, 1980). 

The study found only weak support for the hypotheses concerning the 
effects of the information processing variables on boundary spanning and 
performance. The only significant zero-order correlations were between in- 
tensive boundary spanning and integrative complexity (r= .21, p< .05) and 
sale and intolerance of ambiguity (r=-.29, p < .01). However, when the 
effects of the contextual variables were included in the analysis, there was 
` no statistically significant relationship between information processing capa- 
bility and financial performance. Also, the low reliability of the intoler- 
ance of ambiguity instrument diminishes the interpretability of these find- . 
ings. Therefore, it is necessary to look elsewhere for constructs that ex- 
plain the variation in boundary spanning itself. Among the most commonly 
suggested have been the environment (Aldrich & Herker, 1977; Mindlin 
& Aldrich, 1975; Thompson, 1967), organizational structure (Leifer, 1975; 
Leifer & Delbecq, 1978), technology (Galbraith, 1977; Thompson, 1967), - 
‘size (Child, 1973; Hall, 1967), or innovation (Rogers & OBERE 1976; Tush- 
man, Iu LN E 


Summary- 


This research provides odee of two important aspects of trütegic man- 
agement in small business organizations. The first conclusion is that entre- 
preneurial boundary spanning does exist in microbusinesses. It is clear that 
. theentrepreneur is deeply involved in ncaa action, an opponent 
aspect of strategic management: , 
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The second conclusion is that this environmental action is strongly related 
to financial performance criteria. That is, boundary spanning in the strategic 
management of small firms provides the firm with an edge in the market- 
place. This is the same conclusion that would arise from the study of large 
complex organizations. 
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Modeling Strategic 
.— . Acquisition Policies: 
A Simulation of Executives’ 
a Decisions! 


l MICHAEL J. STAHL 
THOMAS W. ZIMMERER 
Clemson University 


` The acquisition policies of 42 executives were exam- `` 
ined and were found to be individual or firm specific. The 
decision makers had poor insight into their own decision 
policies. Therefore, researchers must observe multiple 
decisions and calculate criterion importance rather than 
ask subjects to state their acquisition decision policies. 


The analysis of corporate strategy and policy has advanced remarkably 
in the last 20 years since pioneering works (Ansoff, 1965; Chandler, 1962) 
were published. Recent papers (Anderson & Paine, 1978; Bourgeois, 1980; 
Bracker, 1980; Hambrick, 1980; Hofer, 1976; Mintzberg, 1978; Mitroff 
& Emshoff, 1979; Snow & Hambrick, 1980) have documented many of the 
advances made in the study of the business policy discipline. 

As understanding of the overall policy field has progressed, several con- 
ceptual studies have been published that hypothesize the logic behind a cur- 
rently popular specific corporate strategy, that is, acquisition. Many of the 
criteria behind mergers and acquisitions have been discussed (Ansoff, 
Avener, Brandenburg, Portner, & Radosevich, 1971; Baker, Miller, & Ram- 
. sperger, 1981; Biggadike, 1979; Boulden, 1969; Cameron, 1977; Derkin- 

deren, 1977; Herman, 1976; Kumar, 1977; Nazem, 1981; Rappaport, 1979; 
Salter & Weinhold, 1978; Stotland, 1976). In general, the studies are nor- 
mative in that they specify to the reader how a decision maker should make 
choices regarding acquisitions. No studies were found that described the 
actual acquisition decision making processes of the decision makers. 

Recently, several (Hatten, 1979; Hofer & Schendel, 1978; Mintzberg, 
1978; Shirley, 1982) have suggested that a way to analyze business policy 
is through a decision making framework. In other words, one can analyze 


1 An earlier version of this paper was praeses at the National Academy of Management meeting, 
New York, 1982. 
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business policy through an analysis of SHtategic decisions. Inges Hatten 
remarked: 
Aloua quantitative policy research kumoa been deceptos: it has addressed strategic 
decision making from a preconceived notion of what should be done according to the 
normative dictates of our theory. But, is that what managers do? Why not work back 


from their judgment, explore strategic decision os as a personal and group process 
and develop new theory? (1979, p. 460) 


Because a descriptive acquisition study was not found, a strategic deci- 
sion making framework has merit, and multiple criteria are involved, the 
present researchers applied multiple criteria behavioral decision theory to 
model and describe the acquisition decision making process. 

Behavioral decision theory has been widely used to study decision mak- 
ing. Extensive literature reviews may be found (Einhorn & Hogarth, 1981; 
Hammond, Rohrbaugh, Mumpower, & Adelman, 1977; Kaplan & Schwartz, 
1975; Slovic & Lichtenstein, 1971; Slovic, Fischhoff, & Lichtenstein, 1977). 
Much of the research has focused on the construction of mathematical 
models of decision making behavior (Ashton, 1974; Christal, 1968; Dawes, 
1979; Goldberg, 1968; Slovic, 1969; Zedeck & Kafry, 1977). In almost every 
instance, an additive linear model has adequately modeled the relationship 
between an individual’s decisions and the criteria used to arrive at those 
decisions (Beach, 1967; Darlington, 1968; Dawes, 1979; Dawes & Corrigan, 
1974; Hoffman, 1960; Laughlin, 1978). : 

Previous researchers have applied the following general linear mods for 
. decision making: - 


= E Bk l j=l, ..., m. l ` ; a) 
j=l iz l 
Where Y; =the decision. 
f| =the beta weight or importance attributed to information cri- 
terion Xj. These beta weights are typically ae from re- 
gressing Y, on Xy. — 
X; =the information criterion. 

In this study, the Y; are the acquisition decisions, the Xy are the criteria 
for acquisition and the B represent the importance attached to each of the 
criteria by a decision maker when deciding on acquisitions. ` 

In the case of an orthogonally designed and orthogonally coded experi- 
ment, the beta weights can be transformed to relative weights (R W) by 
the following equation (Hoffman, 1960; Ward, 1962): 


jzl,...,n.- | (Q2) 





Bi 
RW,= S 


Where RW, =the relative weight for criterion i. 
B; =the beta weight for criterion i.. 
=the square . of the multiple correlation coefficient. 
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An advantage of this transformation is that by normalizing on each deci- 
sion maker’s R^, the RW, sum to 1.0. By then multiplying the RW, by 100, 
they sum to 100. This transformation to relative weights facilitates com- 
parisons among decision makers and comparison with subjectively stated 
measures of criterion importance. Darlington (1968) refers to the relative 
weights as objective weights because they are objectively calculated from 
the person’s decisions via regression analysis. Slovic and Lichtenstein’s (1971) 
comprehensive review of information processing describes the comparison 
of the regression and subjective weights as a measure of insight into deci- 
sion making style. Given that executives who make acquisition decisions 
communicate to other managers the decision criteria employed so that others 
can research information on the criteria, insight into criterion use becomes 
important. | | 

Two major findings from the decision modeling literature are germane 
for this research. First, because of human limitations in processing infor- 
mation, most decision makers' policies can be represented by a few criteria 
(Newell & Simon, 1972; Slovic & Lichtenstein, 1971; Slovic et al., 1977). 
Second, studies have demonstrated that a linear model with additive terms, 
versus a model with interactive terms, accounts for nearly all of the ex- 
plainable variance in descriptive models of decision making because few 
decision makers interactively process information (Slovic & Lichtenstein, 
1971; Slovic et al., 1977). These two findings, plus the knowledge from 
the acquisition literature that acquisition decisions are based on multiple 
criteria, led the researchers to the two primary research objectives of this 
study. The first is to apply the behavioral decision theory multiple criteria 
modeling approach with an orthogonally designed experiment to model the 
acquisition decision making processes. The similarity or difference among 
the acquisition decision models is of great interest, given Hatten's (1979) 
cited remark concerning developing theory by analyzing decision making. 
The second objective is to examine the insight of the decision makers into 
their own acquisition decisions by comparing their relative (objective) 
weights with their subjective (stated) weights. 


Method 
Decision Making Exercise 


Is it possible to determine the criteria used by executives when they are 
in the process of making the decisions as to whether a firm should be ac- 
quired? Without a doubt, it would be ideal to be present during the deci- 
sion process. This, unfortunately, is seldom ever possible. For proprietary 
reasons, it is difficult to obtain data on actual multiple criteria acquisition 
decisions. One could ask the decision maker to recall his/her decision making 
process. However, Slovic and Lichtenstein (1971) reported in their classic 
literature review that most decision makers have rather poor insight into 
their own multiple criteria decision processes. Therefore, a decision making 


N 
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exercise was constructed to simulate the acquisition decision process in this 
research. An advantage of such a methodological approach is that the re- 
searchers can incorporate a planned experimental design into the exercise 
and substantially control the information the participants incorporate into 
the decisions. Thus, acquisition policy differences among decision makers 
can be more easily highlighted. on 

This research assumes that an acquisition strategy consists of at least two 
major decisions. First, the firm decides to use acquisition as a strategy. 
This policy formulation decision is not the focus of this research. Second, 
the firm decides which candidate firm to acquire. This second decision may 
-be regarded as policy implementation and is the focus of this study. 

Six criteria were predominant in the previously cited acquisition literature 
(relative price earnings ratio, relative purchase price, anticipated discounted 
cash flow, relative market share, relative productive capacity, and vertical 
integration). This research does not claim that these six are the only acqui- 
sition criteria. There are obviously others. However, these are among the 
most, popular and the cited decision modeling literature suggests that most 
decision makers process only a few criteria. The criteria were chosen to 
help examine the objectives of this research, that is, similarity among deci- 
: sion making processes and the insight of the decision makers. . 

Based on these criteria, a simulated acquisition decision exercise was con- 
structed. The exercise was designed around a one-half replicate of a full 
factorial experimental design with the six criteria each at two levels for a 
total of 32 decisions per subject (/2x2x2x2x2x2x2). The one-half 
replicate was constructed by confounding the six-way interaction (Hicks, 
1973). A fractional factorial was used to design an instrument of reasonable 
length and preserve the orthogonality of the criteria. Exhibit ] contains 
an example from the acquisition decision exercise. Subsequent to the ex- 
ample candidate firm, 32 hypothetical candidate firms were randomly pre- 
sented in the exercise. Each of the 32 candidate firms was like the example 
firm except for the levels of the criteria. The first, second, fourth, and fifth 
criteria were either HIGH or LOW. Cash flow was ADEQUATE or EX- 
CELLENT. Vertical. integration was NONE or SUBSTANTIAL. A copy 
of the entire exercise is available from the senior author. 

After the 33 candidate firms were presented, the subjects were asked to 
indicate the relative importance they believed they placed on each of the 
six criteria by distributing 100 points among the six criteria. The most im- 
portant criterion received the most points, and so on. These weights are 
often referred to as subjective weights (SW;) in the behavioral decision 
theory literature (Schmitt & Levine, 1977). A comparison of the SW, with 
the RW, provides a measure of self-insight into een making behavior 

(Slovic & Lichtenstein, 1971). 

.. Because each subject provided 32 decisions, a regression equation was 
derived for each subject. The actual raw values of the decisions, which 
ranged from —5 to +5, were used in the regressions. Each subject's 32 


1984 Stahl and Zimmerer 373 


Exhibit 1 
Instructions for Acquisition Decision Making Exercise 


This instrument consists of an cai C d During the exercise, please assume 
that you are responsible for recommending approval or disapproval of candidate firms for acquisi- 
tion. The only real differences in these firms are the extent to which six key attributes are involved 
with each of the candidate firms. Assume the firms do not differ on other attributes. 

A sample firm is shown below. 


Candidate Firm £0—Example 

Relative Price Earnings Ratio. The ratio of the candidate firm's current market price 

to earnings for the last twelve months as a percent of your firm's P.E. ratio is............ LOW 
Relative Purchase Price. The purchase price of the candidate firm as a percent of your 

firm's available cash and borrowing capacity i$ .... 0... cece e eet eet HIGH 
Anticipated Discounted Cash Flow. The anticipated net after taxes discounted cash 

flow of the candidate firm for five years subsequent to the acquisition is ......... EXCELLENT 
Relative Market Share. The dollar volume of sales of the candidate firm as a percent 

Of Sales 1n (bat TDOUNCV B oos e PEOR orkte ee CS RUN Ar Lock V Nox sce AUG OU C E NA LOW 
Relative Productive Capacity. The productive capacity OF the candidate rnt As d percent 

of total production in that industry is 2.0.0... ole ccc eene hm a. HIGH 
Vertical Integration. Proximity of the candidate firm to either your customers or re- 

SOUICES mi EE cons "TTE SUBSTANTIAL 
Indicate your recommendation regarding approval or disapproval of this firm for acquisition. 

5 —4 -3 —2 —1 0 +] +2 +3 +4 +5 

Strongly - Strongly 
Against Recommend 
Acquisition i Acquisition 


Please circle the number which best indicates oe po onmendsHog for this particular firm. Make 
each decision one at a time and independently of others. Do not change a decision once ycu have made 
= A at SED pace, but don't Tum your decisions. Please complete EVERY case, as each case 


Thank you for your cooperation 
9M. J. Stahl and T. W. Zimmerer. 1981. 


decisions were regressed on the criteria after the criteria were coded as 
+ 1(High) or — 1(Low) to preserve orthogonality. 


Subjects 


The instrument was sent to executives at firms who had acquired another 
firm in the 18 months prior to this research. The names of the firms were 
identified from the Mergers and Acquisitions journal. The names of the 
executives were identified from Moody’s Industrial Manual (1981) and Value 
Line Investment Survey (1981). In acquiring another firm in the past 18 
months, it had been necessary for the executives to evaluate the criteria 
that they felt were most relevant in acquisitions. 

Completing the exercise were 42 firms that had been identified in the 
Mergers and Acquisitions journal. The response of the firms was a pleasant 
surprise. Nearly all of the 42 firms exercised an option and identified them- 
selves on the returned instrument and requested feedback of their model 
and the model of the entire sample. The firms ranged in size from $100 
million in sales to $7 billion in sales. Included were 31 manufacturing and 
11 service firms. The specific decision makers included 15 presidents and 
senior vice presidents, 24 heads of corporate development and planning, 
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6 treasurers or vice presidents for finance, and a few senior analysts. All 
of these top level decision makers had been involved in an acquisition within 
the past 18 months. 


Results 


The first step in analyzing the data was to check for the presence of in- 
teractions within the decision makers. Based on human limitations in pro- 
cessing data (Newell & Simon, 1972), only the 6 main effects and the 15 
possible two-way interactions were examined. To check for the two-way 
- interactions, a preliminary regression equation was computed for each sub- 
ject's 32 decisions as a function of the 6 main effects and the 15 two-way 
effects. Of the 42 executives, 7 exhibited one significant two-way interac- 
.. tion: One exhibited two significant two-ways. The interactions were ran- 
domly distributed among all the possible 15 interactions: there was no pre- 
. ferred or consistent interaction. Even in the cases in which there was a sta- 
tistically significant interaction, the additional explanatory power (incre- 
ment in R?) was only a.few percentage points. Additionally, a group re- 
gression equation was computed with all 42 decision makers, 1,344 deci- 
' sions, six mains and 15 two-ways. No significant interactions existed in the 
model of the 1,344 decisions. Because there was no preferred interaction, 
. the increment in R? was small, and no group interaction exists, the re- 
mainder of the analysis is based on the six main effects for each individual 
. Tegression equation. Therefore, the model tested for each subject was equa- 

. tion (1) where n (the number of independent variables) was 6 and m (the 
number of observations) was 32. 

The second step in analyzing the data was to examine the reliability Or 
internal consistency of the decision makers. This was done via an examina- 
tion of the R? resulting from the individual regressions on the six main ef- 
fects (Stahl & Harrell, 1981). An average R? of .80 and an R? range from 

.43 to 1 indicated that the decision makers were internally consistent in the 
application of their decision policies. 

Table 1 contains the distributions of the riive weights for the 42 deci- 
. sion makers. Two major points are worthy of note in Table 1. First, the 
means indicate that there are three categories of criteria in terms of relative 
importance. Market share is by far the most important. It is almost double 
the weight of any other criterion. The second category of moderate i impor- 
tance is occupied by vertical integration, cash flow, and purchase price. 
Of almost negligible importance are productive capacity and P.E. ratio. 
Second, the variability in the decision models as measured by the variances 
and ranges on the relative weights is dramatic. The broad ranges resulting 
from some executives giving a criterion zero weight, yet others giving it 
almost exclusive importance, combined with the variances, are indicative 
. of dramatic individual decision making differences. It appears that acqui- 
sition decision policies are firm specific or individual specific. The deci- 
sion. policies certainly are not universal. 


. . . 
. ` r VELUM; 4 
E" T P oa t’ 
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| Table 1- — Hu 
" Distributions of Relative Weights - - 
| (N = 42) 
Criteria Mean Variance . Minimum Maximum 
P.E. ratio 2.9 18.4 0 . 22.0 
- 16.1 | 666.7 0 100.0 
Cash flow 77 489.7 0 92.0 
Market share ` 36.7 965.3 0 96.0 
Productive 5.1 "7816  . ^ | 54.0 
Vertical integration 21.4 7653.8 . . 0 95.0 


The relative ves were multiplied by = to facilitate comparison with UPC: vagus. 


As a further check on the different TNR makinë E aie group 
regression with 1,344 decisions and the 6 effects was computed. The group 
R* was .39, compared to the average individual R? of :80 from 42 separate 
regressions. Thus, a dramatic increase is seen in unexplained or error varia- 
tion by fitting a common group model. This is further evidence of firm 
or individual specific acquisition decision policies. - . 

To try to shed. light on the specific decision policies, a comparison n of 
demographic data with the acquisition decision policies was performed. Six 
of the executives were treasurers or vice presidents in finance. Two sample 
t-tests for these 6 versus the other 36 on the 6 criteria were performed. Of 
_the executives, 24 were directors of corporate development or corporate _ 
planning. They were tested against the others.in six two-sample ¢ tests. Of 
the respondents, 15 were top level executives (chairman of the board, chief 
executive officer, president; or ‘senior vice president). They were tested 
against the others. Of the firms in service industries, 11 were compared 
to the 31 firms in manufacturing industries. The size of the firm, as measured 
by number of employees and also by annual sales, was correlated with the 
' six relative weights: None of these 12 correlations was statistically signifi- 
: cant. Of the 24 r-tests that were computed, not one indicated a significant 
difference. Tests of treasurers/financiers versus others, planners/developers 
versus others, top level executives versus others, and service versus manufac- 
turing all yielded no significant differences. In the absence of any relation- 
ships in the 12 correlations, and no differences in the 24 t-tests, the acqui- 
sition decision policies do indeed seem to be firm specific or individual 
Specific. 

The insight of the 42 executives into their own decision making palide | 
.was tested via a comparison, of the relative and subjective weights. Table 
2 contains the means on the six criteria for the relative and subjective weights. 
It also contains the results of a within-person comparison of the subjective 
and relative weights via six paired sample t-tests. . - ^ 

The significant differences noted in Table 2 follow a bias pattern noted 
by Slovic and Lichtenstein (1971). Their literature review consistently found 
that decision makers tend to understate the importance they claim to give 
to highly important criteria and to.overstate the importance they claim to 
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Table 2 
Comparison of Average Relative and Subjective Weights* 
Retative Sub 

Criteria Weight Weight t 

P.E. ratio 2.9 12.6 8.61** 
16.1 - 19.3 1.02 

Cash flow 17.7 24.1 213" 
Market share 36.7 21.2- -4.19** 
Productive capacity 5.1 9.9 4.28** 
Vertical integration 21.4 12.9 -2.57* 


~ "The relative weights were multiplied by 100 to facie comparison with subjective weights. 
*p «..05, two , paired sample f test. 
ty < 01, two tailed, paired sample f test. 


. give to low importance criteria. This pattern is evident in the five signifi- . 
cant paired sample ¢-tests between the subjective and relative weights. Slovic 
and Lichtenstein (1971) referred to the comparison of the subjective and 
relative weights as a measure of self-insight, that is, the closer the two, the 
more insightful the decision maker was to his/her own decision making 
style. These 42 decision makers did not demonstrate good insight. However, 
a lack of insight alone does not demonstrate which set of weights is superior. 

To determine which set of weights is superior, the power of each set of 
weights in explaining the variance in the decisions was examined. The ex- 
planatory power of two models was compared. The first model is equa- 
. tion (1). The second model is equation (3), wherein the subjective weights 
(SW) have replaced the beta — (B)) from equation (D. 


. A ; 
Y,;= E SWX, jel, ...,m. (3) 
i=! | | E 


The models were compared by using paired sample t-tests. The tests exam- 
ined which model explained more of the variation in the decisions, person 
by person. The paired sample t-tests blocked on the individual decision 
makers and, thus, were within-person analyses. 

Two paired sample ¢-tests compared the explanatory powers of the two 
models (Table 3). First, for each subject the squared multiple correlation 
coefficient (R^) from 42 regressions was compared to the squared bivariate 
correlation coefficient (ô from the subjectively weighted model for each 
subject. Then for each subject the squared adjusted multiple correlation 
coefficient (R’ap) from the 42 regressions was compared to the squared 
population correlation coefficient (Qô) from the subjectively weighted 
model. The R’ap provided a conservative estimate of explained variation 
for the regression models. It is a measure of the variation explained by the 
regression, corrected for the number of variables in the regression (Nie, 
Hull, Jenkins, Steinbrenner, & Bent, 1975). The R^4p is analogous to the 
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‘Table 3 | 
Paired Sample t-Tests of Explained ` ean 
s Fon = 
Modi — ^ > Sample (Population®# = ot 
Y= E (GP) o z M (D 
| "D dr mM 14.26*  (12.68*) 
ps È ax) = NEP -80 E 19 


*The sample refers to the decisions provided = an ‘individual for this research. The population 
refers to all the decisions that an individual could provide by completing the exercise several times. 
The averages are for all the subjects in this research. 
bAverages of the squared bivariate correlation coefficients between the acquisition decision and 

new variables computed as the sum expressed in the model column 

“Averages of the squared multiple correlation coefficients. derived from regressions of the decisions 
on the acquisition criteria. 
*p<.01, df=40 


| aliutiken R’, which: is an estimate 2 of the variation explained by the regres- 
sion in the population (Cohen & Cohen, 1975). After an extensive Monte 
Carlo evaluation .of the problem of inflated estimates of R?, Schmitt, 
Coyle, and Rauschenberger (1977) recommended deriving regression weights 
from the entire sample and then using a formula to estimate the popula- 
tion R? rather than splitting the sample and performing a cross-validation 
to estimate the population R?. Cattin (1980a,.1980b) recently updated the 
‘Schmitt et al. (1977) research and offered the same recommendation. Sim- 
ilarly, the g? for the subjectively weighted model estimates the population 
explained variation (Cattin, 1980b). In this. research, the population and 
the sample refer to the decisions. of an individual, because Rap and o° 
were derived for each individual. The sample decisions for an individual : 
are the decisions provided by an individual in this research. The popula- 
tion for an individual refers to all decisions that that individual could the- 
| oretically provide by completing the exercise several times. The averages 
- jn Table 3 are for all the subjects in this research. | 

Both tests in Table 3 demonstrate that the objectively weighted model 
explains the decisions better than does the subjectively weighted model. 
This statement is true both before and after shrinkage from the sample to 
the population estimates. Not only did the decision makers have poor in- 


E sight, but the subjective weights produced weak models. 


Also completing the same exercise were 39 business policy professors. 
There. was substantial variance among the professors on criterion impor- 
tance. Also, the academicians exhibited a lack of insight into their Mcd 
tion decision making policies just as did the executives. | 


Discussion ‘and Conclusion 


After a re 1,344 corporate acquisition dekon: of 42 executives 
who within the past 18 months had been involved "un the acquisition of 
firms, several conclusions are offered. 
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- First, executive decision making behavior on corporate acquisitions can 
be modeled with a high degree of consistency with an additive linear model 
via behavioral decision theory: This was shown by the lack of significant 
interaction and the average R? of .80 for the main effects model. There- 
fore, acquisition guideline checklists, which are common in acquisition cases, 
for example, White Motor (Steiner & Miner, 1977) and Dresser Industries 
(Thompson & Strickland, 1981), and which imply additive linear models, 
are better representations of those decision makers' decision processes than 
all or nothing lists that imply a multiplicative process. Additionally, this 
` finding of representation via additive linear models coincides with. much 
of the behavioral decision theory literature (Beach, 1967; Darlington; 1968; 

. Dawes, 1979; Dawes & Corrigan, 1974; Hoffman, 1960; Laughlin, 1978). 
Second, the high variances and wide ranges on the criterion relative 
. weighis imply that the acquisition checklists should be modified to weighted. 
acquisition checklists. The behavior of these decision makers demonstrates 
that the criteria are not equally weighted. Unequally weighted checklists 
are more appropriate. Nor are the criteria uniformly weighted by all the 
decision makers. Some attached zero weight to a criterion, whereas others 
attached almost exclusive weiglit. The weights to be used in a weighted check- 
list should come from the CEO or.the Board. The process whereby the CEO 
and/or the Board specifies the weights could be very valuable. It forces 
the executives to think through strategic acquisition policies. without the 
distraction of a specific acquisition candidate. The resultant weights also 
provide staff members with guidance on what information about poten- 
tial acquisitions is critical and what is noise. — - 

Acquisition policies are individual or firm specific. For the theorist, the ` 
firm specific hypothesis implies that acquisition policies are the perfect ex- 
ample of adapting a policy to the organization's environment. If an acqui- 
sition policy is firm.specific, then it should be updated over time to fit with 
_ the organization's environment. The lack of association between the demo- 
graphics and the individual policies reinforces the individual specific nature 
of the policies. Perhaps the best way to test this firm versus individual spe- 
cific hypothesis is to model the acquisition decisions of several relevant deci- 
sion makers within each of several firms. A test for variance d and. 
among firms would address the issue. 

The individual or firm specific policies may be partly a function of the 
acquirer’s position. Indeed, relative P.E. ratio, relative purchase price, and 
vertical integration were all explicitly defined relative to the acquirer in Ex- - 
hibit 1. Cash flow is implicitly defined relative to the acquirer’s concept 
of adequate or excellent. Relative market share and relative productive capa- | 
city are not defined relative to the acquirer's position: the candidate firm - 
could be in a different industry. It is noteworthy that of the two criteria 
that received the two highest relative weights, that is, market share and 
vertical integration, one is defined. relative to the acquirer and. the other 
is not. 
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Third, all the prior comments about differences notwithstanding, there 
is a common theoretical financial thread that can be woven through the 
relative weights. Salter and Weinhold (1978) pointed out that acquisition 
is the correct strategy when such a move will result in a return higher than 
the risk adjusted cost of capital necessary to make the acquisition. They 
suggest that a company choosing acquisition-as a strategy can create value 
for its shareholders ‘‘only when the combination of the skills and resources 
of the two businesses satisfies at least one of the following conditions: An 
income stream greater than what could be realized from a portfolio invest- 
ment in the two companies. À reduction in the variability of the income 
stream greater than what could be realized from a portfolio investment in 
the two businesses—that is, reduced systematic risk” (1978, p. 171). Similar- 
ly, Naylor and Tapon (1982) argued that the capital asset pricing model 
(CA PM) could be used in acquisition analysis. Indeed, after describing the 
value of a company in terms of the rate of return and the variance (risk) 
of the rate of return, they specifically commented: ''The problem of the 
firm under this formulation of the CAPM is to select a portfolio of busi- 
nesses that maximizes the value of the company"' (1982, p. 1168). Further 
on in their article, they remark that a company should strive for high re- 
turns and low variances of returns in building a portfolio of businesses. 
The two criteria that received the highest relative weights by executives in 
this study, that is, market share and vertical integration, support the CAPM 
concept of risk adjusted rate of return. Those two criteria work to improve 
profitability and to reduce the riskiness of returns in the long term. Hax 
and Majluf (1982) demonstrated how higher market share leads to higher 
cumulative volume, which in turn yields lower unit costs and thus higher 
profitability. Thompson and Strickland (1981) argued that vertical inte- 
gration can increase profitability and reduce the risks of dealing with sup- 
pliers. Conversely, the two criteria that received the lowest relative weights, 
P.E. ratio and productive capacity, do little to effect the long term risk 
adjusted rate of return. Both criteria are relatively short term in nature. 
Therefore, the relative weights support the CAPM risk adjusted rate of 
return concept if viewed through a time phased lens. 

The purpose of this research was not to test the CAPM. Rather, it was 
to model acquisition decision making processes. However, Naylor and 
Tapon (1982) described in CAPM terms how a firm should make acquisi- 
tions. Ross (1978) noted that although the attractiveness of the CAPM is 
due to its potential testability, no robust test of the theory had been per- 
formed as of 1978. As an area for further research, why not test the CAPM 
in a similar simulated acquisition decision making framework? Such a study 
would describe the candidate firms with criteria from the CAPM such as 
rate of return, variance of rate of return, and intercorrelation among busi- 
nesses. Then the normative dictates of the CAPM could be tested, includ- 
ing the interactive or multiplicative relationship between the variance of 
the rate of return and the intercorrelation among the businesses. 
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The subjective weights in Table 2 do not support the CAPM risk ad- 
justed rate of return concept as clearly as do the relative weights. The sub- 
jective weights are more uniformly distributed and thus lose the long run 
versus short run distinction seen in the relative weights. It appears that the 
executives were making correct decisions, at least according to the CAPM 
risk adjusted rate of return theory. However, they were unable or unwill- 
ing to verbalize the correct reasons in the subjective weights. This presents 
another reason to question the utility of the subjective weights. Therefore, 
merely asking executives what criteria are important in an acquisition study 
could be a problematic methodological approach. The acquisition decision 
process is not correctly or precisely modeled with subjective weights. 

Fourth, the executives were making long term or strategic decisions. There 
was little evidence of their using acquisition as a short term or tactical device. 
Rappaport (1979) argued that acquiring a firm with a lower P.E. ratio than 
one’s own can lead to the creating of instant stock value because the market 
suddenly values the combined earnings at the higher P.E. ratio. Because 
these executives valued P.E. ratio the lowest, they apparently used a longer 
term outlook in which they looked beyond the sudden change in combined 
valuations. | 

Fifth, the decision makers had poor insight into their own acquisition 
decision making processes. This was evidenced by five significant differences 
between what the decision makers said was important and what their deci- 
sions indicated was important in the relative weights. This coincides with 
the lack of insight reported by Slovic and Lichtenstein (1971) in their liter- 
ature review. Nisbett and Wilson's (1977) more recent literature review in- 
dicates that one reason for the lack of insight is that people simply do not 
have recall access to that part of the brain dealing with processing multiple 
criterion decisions. The lack of insight implies that one cannot just ask an 
acquisition decision maker what is important because he or she may not 
be able to verbalize the answer accurately. Rather, one should observe multi- 
ple decisions and calculate importance. This methodological point is one 
of this paper's major conclusions. The regression weights explained more 
than twice the variance in the decisions than did the subjective weights; 
thus one must argue in favor of the decision modeling approach as a better 
methodology for measuring acquisition importance. 

One also wonders if thé reason why executives sometimes violate their 
own written acquisition guidelines—for example, White Motor and Heublein 
(Steiner & Miner, 1977)—is because they have little insight into their own 
multiple criterion decisions. White Motor is now bankrupt, and Heublein 
subsequently divested itself of its ill-advised acquisition. One thus must 
wonder how important insight into strategic decision making behavior be- 
comes. Hofer and Schendel recently addressed this issue: 


Both practice and theory indicate that no exact calculus yet exists by which strategic deci- 
sions can be made. Instead, effective strategy making relies on the creativity, judgment, 
and insights of the strategic decision maker (1978, p. 177). 


Given that insight is so important and the decision makers in this research 
displayed such poor insight, one wonders if a form of cognitive feedback 
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E (Girona i al, 1977) might be appropriate. They wen capturing 
the decision maker's model by analyzing his/her decisions and feeding back 
the model, as well as the model of other decision makers. In such a fashion, 
the individual can start to consider, with the aid of the decision analyst, 
the appropriateness of the various models, the lack of insight, and so on. 


- The reader may recall.that most.of the subjects i in this research exercised 
an option and were provided with such cognitive feedback. Maybe the ana- 


: ]yst can help the decision maker: to. achieve better insight. 

One must mention a shortcoming.. Obviously, simulating decisions in a 
hypothetical decision. making exercise is not quite as good as recording ac- 
tual acquisition decisions. However, the pragmatics of observation and the 
demonstrated Superiority over subjective weights indicate that simulating 
strategic decisions via behavioral Pon theory is a promising methodo- 
logical approach. 

To the authors’ knowledge, this-is the first study of strategic acquisition 
via behavioral decision theory. If several (Hatten, 1979; Hofer & Schendel, 

. 1978; Mintzberg, 1978; Shirley, 1982) are correct in their suggestions that 

a useful way to analyze business policy is via strategic decisions, then this 
acquisition decision modeling research may be the start of analyzing strategic 
policies by m strategic : decision making behavior. 
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A. Comparison of 
Diversifying and Non diversify ying 
A ustralian In dustrial Firms! | 


FRED M. McDOUGALL : 
DAVID K. ROUND > 
cope of esL Australia 


This paper examines corporate motives for diversifi- 


- cation and compares the performance of diversifying and 
. nondiversifving Australian industrial firms. No signifi- 


cant difference appears to exist in the profitability of the 
two groups of companies, and little difference exists in 
the risk faced by the two groups. Profitability, however, 


| does appear to be related to theextent of divers cation. 


. Diversification has become an increasingly important aspect of PS 


-strategy over the last three decades. Various reasons have been advanced 


- for this. development, including increased profitability, reduction in risk, 


- increased competition, higher growth, and more efficient resource alloca- 


- tion. Many writers have sought to evaluate the success of corporate diver- 
— sification in achieving these goals, especially in the United States. Generally, 


` 


as the literature reviews of Needham (1978) and Mueller (1977) showed, 


there is no real consensus concerning the effects of diversification. 
"^ The objective of this paper is to test some commonly advanced hypotheses 


- “concerning the effects of diversification on corporate performance, using ` 
. a sample of 108 Australian public companies. On a priori grounds, Aus- 


tralian companies could be expected to have diversified for different reasons, 


: and with different results, thari companies in the United States. For in- 


Stance, Australian manufacturing markets generally are relatively small, | 
and they have been heavily protected by tariffs and other barriers to im- 
ports. Also, Australia lacked effective antimerger legislation until 1974, 


‘and consequently firms were able to.expand horizontally at will. This con- 


trasts with the situation in the United States, where conglomerate mergers 
mushroomed in the 1960s and thereafter, partly as a result of more stringent 
attitudes taken in the enforcement of the amended Clayton Act. 


` “The authors are indebted to Jonathon Morphett for his invaluable research assistance and to two 
anonymous referees for their valuable comments on a previous draft of this paper. 
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A general theory of diversification does not exist: Instead, the justifica- 
tion for such a corporate strategy appears to be based on three related 
themes. First, diversification may be related to profit maximizing behavior 
on the part of firnis. It may enable a firm to obtain economic power and 
profits through, for example, predatory pricing behavior, the advantages 
of size per se, or the reduction of competition by removing potential rivals 
through conglomerate mergers. It also may enable a firm to achieve higher 
profits through economies of scale, or through the exploitation of com- 
plementarities in production, distribution, marketing, research and develop- 
ment, purchasing, finance, and management. Second, a strategy of diver- 
sification can be linked to managerial theories of the firm. Diversification 
provides opportunities for growth in profits, sales, and assets that are not 
possible through horizontal expansion. Third, diversification can be linked 
to risk reduction, with the object of the firm being the reduction of rela- 
tive or total risk associated with a firm’s earnings stream and the exploita- 
tion of related benefits. . 


Previous Studies - 


Research into the performance of diversified firms in the United States 
has tended to concentrate on the profitability, growth, and risk aspects of 
performance. Many of these studies have been based on firms diversifying 
through mergers. and becoming so-called conglomerate firms, rather than 
through internal diversification. . 

Much of the research into the relationship between diversification and 
profitability appears to be contradictory. Based on accounting measures 
of profitability, Reid (1968), Prosper and Smith (1971), Holzmann, Cope- 
land, and Hayya (1975) found conglomerates to be less profitable than non- 
conglomerates. Weston and Mansinghka (1971) found that conglomerates 

earned superior returns on net worth (although not statistically significant) : 
and superior returns on total assets by the end of their selected time period, 
compared to nonconglomerates. Melicher and Rush (1973), however, found 
no difference in the performance of conglomerates and specialized firms 
in the basic industries abandoned by the conglomerates. In other studies, 
. Boyle (1970) found. that conglomerate firms tended to acquire firms with 
higher profits than those acquired by nonconglomerates; Lynch (1971) con- 
- sidered that conglomerates followed a policy of acquiring profitable firms 
- with good management that could be retained; and Melicher and Rush (1974) 
found that conglomerates acquired firms significantly more profitable than 
themselves. 

Weston, Smith and Shrieves (1972) compared the risk adjusted rate of 
return performance of conglomerates and mutual funds and found that 
the conglomerates outperformed the mutual funds. Mason and Goudzwaard 
(1976) compared the performance of conglomerates with portfolios based 
on stocks chosen to match the exact industries in which the conglomerates 
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operated, and they noted that the portfolios outperformed | the contlomer- 
ates. Beattie (1980) examined the risk adjusted performance of a number 
of conglomerates and found neither superior nor inferior performance. : 

Some studies attempted.to relate the extent of diversification, or the di- 
versification strategy employed, to profitability. The U.S. Federal Trade 
. Commission (1971) and Imel and Helmberger (1971) found that diversifi- 
cation tended to have a negative effect on rates of return. Carter (1977), 
however, considered that diversified firms outperformed their more special- 
ized counterparts, a result he attributed to synergism. arising from diversi- 
— fication. Rumelt (1974, 1977) related diversification strategies to perfor- 
mance and found that certain strategies (related-constrained and related- 
linked) outperformed other strategies. In a similar study, however, Bettis 
and Hall (1982) found no such relationship, and they attributed Rumelt’ S 
results to the impact of the pharmaceutical industry. 

In respect to growth, Reid (1968) and Weston and Mansinghka (1971) 
found that conglomerates grew at à faster rate than did nonconglomerates. 
Weston and Mansinghka, however, did not consider this result to be par- | 
ticularly significant because it merely represented the extent of past merger ' 
activity by conglomerate firms. . | 
. A Empirical studies of the relationship between diversification and risk also 

have tended to be contradictory. Westerfield (1970) found that increased 
diversification appeared to be associated with a reduction in systematic risk 
(the variability in rates of returh because of variations in economic condi- 
tions); Melicher and Rush (1973) and Joehnk and Nielsen (1974) found that 
conglomerates had significantly higher systematic risk than did noncon- 
glomerates; and Beattie (1980) observed no clear relationship between di- 
- versification and risk. Holzmann et al. (1975) examined risk characteristics 
derived from financial statements. They found that the variances of returns 
on assets were larger for nonconglomerates than for conglomerates, but 
the reverse applied in respect to variances of returns on equity. They argued 
that these results might be because of a difference in financial policies be- 
tween the two groups. Bettis and Hall (1982), however, observed no rela- 
tionship between variability of asset returns and diversification strategy 
adopted by firms. Diversification and possible risk reduction may enable 
a firm to increase financial leverage. Weston and Mansinghka (1971) and 
Prosper and Smith (1971) found conglomerates to be more highly levered 
_ than nonconglomerates. Mueller (1977), however, considered that the avail- 
able empirical evidence indicated that the conglomerates had significantly 
higher leverage ratios than the nonconglomerates before they diversified, 
suggesting more aggressive expansion-oriented management than other 


Hypotheses on Diversification 
Despite the sometimes conflicting results of past studies, some broad 


generalizations concerning diversification are possible. First, diversified or 
conglomerate firms do not appear to outperform nondiversified or 
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nonconglomerate firms in terms of return on assets. Second, diversified - 
firms appear to earn a higher return on equity than do nondiversified firms. 
Third, diversified firms have higher levels of systematic risk than do non- 
diversified firms. Fourth, diversification does not seem to be related to a 
. reduction in the level of operating or business risk. Fifth, diversified firms 
have higher levels of financial leverage than do nondiversified firms. Sixth, 
diversified firms have higher growth rates in assets, sales, and earnings. 
From these generalizations, a number of testable null hypotheses and as- 
sociated alternative hypotheses may be developed:  . 
HI. There is no difference in the performance of diversified and 
nondiversified firms when "p is measured in terms of return 
on total assets (RTA): 


RTAxp=RTAp; Ha: RTAnp#RTAp. 


H2. There is no difference i in return on equity (RE) between the di- 
versified and GOU VESER firms: 


REnp=REp; Ha: REwp « REp. 


. . H3. There is no difference on average in business Fes (BR) between 
the diversified and nondiversified firms: 


l BRyp = BRp; Ha: BRwp « BRp. 


H4. There is-no difference in PRA (L) between the diversif ed’ 
and nonne firms: 


Lyp = Lp; Hy: Enp < Lp. ° 


. H5. There is no difference in growth rates (G) for assets, sales and 
earnings between the diversified and nondiversified firms: 


Gyo = Gp; Ha: Gup X Gp. 


The measures used to test these hypotheses are based on data contained 
in the published financial statements of the sample set of companies, as 
the available evidence suggests—see, for example, Solomons (1970); Foster 
(1978); and Gibson (1982)—that corporate management and external ana- 
lysts pay particular attention to profitability and risk indicators determined 
from financial statements. 

The two profitability ratios employed i in this study are: Return on Total 
Assets = [Earnings (after tax) + Interest]/Total Assets; Return on Equity 
= Earnings (after tax)/Shareholders’ Equity. The first ratio attempts to mea- 
sure the total after-corporate tax return on the total capital invested in a 
firm by shareholders and lenders. The second ratio is a measure of the return 
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on shareholders’ equity ina firm; it is a measure of the success of manage- 
. mẹnt in managing a firm on behalf of its shareholders. 

Risk is. measured in two ways. First, it is measured in terms of the rela- 
tive variability of each profitability. ratio, through the coefficient of varia- 
tion. Second, it is measured as the relative variability in earnings before 
interest and tax (EBIT) and‘in earnings after tax (EAT). The coefficient 
of variation of EBIT measures operating or business risk, or the sensitiv- 
ity of the firm's earnings stream to changes in sales, output and input prices 
relative to average EBIT. The coefficient of variation of EAT is a relative 
measure of business and financial risk. Financial risk is caused by the use 
of debt, which enables a firm to increase the return on equity ratio at the 
cost of introducing further variability i in shareholders’ returns. 

The level of debt financing is measured by the following ratios: 

Debt Ratio (1)= Total Debt/Total Assets; 

Debt Ratio (2)= Interest Bearing Debt/Total Assets. -— 

The first ratio measures the proportion of a firm's investment in its assets 
financed by. debt. The second ràtio measures the extent of usage of inter- 
est bearing debt in financing assets. This second ratio is a measure of the 
success of the firm in raising fixed interest debt. 


The sample Companies 


‘The questionnaires asked for jutónmatiot on whether Bins had diversi- 
fied during the period 1968-1969 to 1977-1978, the proportion of firm sales. 
in 1974-1975 and 1977-1978 attributable to diversification since 1968-1969, 
and the reasons for diversification. They: were sent to the 269 industrial 


-` companies listed on the Sydney Stock Exchange as of December 1981. (These 


dates were chosen because they enable a comparison to be made in future 
research between firm-level data and published industry-level data on di- 
versification.) A total of 108 replies were received, representing a response 
of 40.1 percent. Of the 113 industrial firms included in the “top 200” com- 
panies listed in order of market capitalization, 43 (38 percent) replied to 


` . the questionnaire. Similarly, of the top 50 industrial firms, 20 were respon- 


dents (40 percent).. 
Given that this study aims to compare the performance of diversifying - 
and nondiversifying firms, it was thought appropriate to provide a reason- - 
ably broad definition of diversification in the questionnaire and to allow 
firms themselves to decide if they had diversified over the specific period. 
Indeed, Needham has pointed out that if the center of interest is the deter- 
minants (and effects) of diversification, ‘‘the appropriate concept of di- 
versification is the one which is behaviorally significant, in the sense of 
the concept which decision-makers themselves consider in their. decision- 
making” (1978, p. 204). Diversification was defined in the questionnaire 
as *'the manufacture of new products and services using significantly dif- 
ferent inputs from existing products and services, and/or selling to new 
industries." Of the 108 respondents, 63 considered that they had diversified; 
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^ 45 considered that the relative mix of products/ operations that existed in 
1968-1969 had been maintained. Firms in both: groups were widely spread 
over all two. digit industry groups of the- Australian Standard Industrial 
Classification (ASIC). The companies that had diversified since 1968-1969 
are referred to as. ‘‘diversifying”’ firms; the other — companies 
are referred to as. "nondiversifying"" firms. l 


— Characteristics of Diversifying Firms 


In order to gain some indication of the extent of diversification, diversi- 
fying firms were asked for the percentages of their total sales in 1974-1975 
and 1977-1978 that were attributable to diversification since 1968-1969. Table 
1 shows that diversification rose from an average of 17.6 percent of sales 
in 1974-1975 to 23.6 percent in 1977-1978. Only 4 firms reduced their level 
of diversification in the second period; 19 effected no change. Of the 35 
firms that increased their diversification levels, 19 did so by at most 10 per- 
centage points, although 23 firms more than doubled their diversification 
levels. Clearly, increased diversification was an important firm strategy dur- 
ing n mid-1970s i in Australia. : | 








AER Tabie 1 EN 
| Extent of Diversification by Diversifying Firms 
Sales Duelo 075 ewm 0. EN ITAI o 
Diversification ' No. of'Firms — , Percent; "No. of Firms Percent 
0 ee s Mm (^ 103 | = | 0 
1-20 . 34 - 58.6 29 49.2 
21-40 T 19.0 21 35.5 
41-60 4 6.9 8 13.6 
61-80 E 0 EE 0 
81-100 2r a NA £250. =. "ug M 
otal 58 ; 59 - 


There were 5 fined in 1974-1975 and 4 firms i in 1977- 1978. that did not give information on us 
extent E their diversification. 


- In order to assist in the testing of the hypotheses, firms were provided 
with a checklist of 10 possible reasons for diversification and were asked 
. to identify the major ones behind their decisions to diversify. The mean 

and median number of reasons given was 2.9. Only one-third of-all diver- 
sified firms checked four or more reasons; the maximum number of reasons 
given was Six. Only. one reason for their. diversification decision-was given 
- by 11 firms. | 

By far the most populus reasons for diversification were: a | reduction 
in firm risk” (RSK).and *'suitable opportunity arising" (OPP), both nom- 
inated by 46 firms, followed by ‘‘poor growth prospects in traditional mar- 

kets” (GRO) (30 firms); **dissatisfaction with the profitability of traditional 
market investmen P (ERE) ( I6: “strong cash. flow from: traditional 


390 Academy of Management Journal . . June 


activities" (CFL) (13); “uncertainty concerning sovernient policy” (GOV) 
(12); and “‘difficulties in maintaining market share in traditional markets”. 
(MSH) (9). Of the 36 different combinations of reasons reported by firms, 
RSK appeared 29 times, GRO 22, OPP 21, PRF 12, and CLF 7 times. Clear- 
ly, the most common motivating factors behind firm diversification were 
RSK, GRO, and OPP. RSK and GRO may be thought of as ‘“‘push’’ reasons 
for diversification (emanating from within the firm, forcing it to seek new 
horizons), and OPP may be regarded as a “‘pull” factor (originating out- 
side the firm and attracting diversification). 


Empirical Results 
Diversifying and Nondivensfying Firms 


In Table 2 the profitability of the diversifying (D) and P Ü 
(ND) companies is compared. The two subperiods were chosen for analysis 
because the Australian economy experienced different economic conditions 
during these periods. Boehm and Defris (1982) showed that 1968-1969 to 
1974-1975 was characterized by a clear-cut, comparatively deep recession 
followed by a quick, clear-cut resurgence in economic activity, and during 
1975-1976 to 1980-1981 there were a series of mini cycles imposed on a back- | 
. ground of sluggish economic activity, presenting a more difficult period 
for companies. Average rates of return are shown for the two groups for 
each period, and the differences are assessed using ¢ tests. Both groups 
earned exactly the same average rate of return on total assets over the en- 
tire period. The nondiversifying firms, however, performed slightly better _ 
than the diversifying firms in the first period and vice versa for the second 
period, although the differences are not statistically significant. The diver- 
sifying firms earned a slightly higher return on equity than did the nondi- 
.versifying firms. Again, the diversifying firms were outperformed in the 
early period, but in eee period the reverse situation e In neither 


Table 2 
An Analysis of the Profitability of Diversitying 
. and Nondiversifying Firms | 


p ! Average 001 
Profitability Ratios Nondiversifying Diversifying — n 
1968-1969 to 1980-1981. or EE. 
Return on total assets ^ 723295 ^c 7.22% -.01 
Return on equity 9.85 l 10.38 K -.57 
1968-1969 to 1974-1975 ' = 
Return on total assets : 6.69 ~ 64l 56 
Return on equity 9.69 - i | 7. 9.51 : .16 
1975-1976 to 1980-1981 "s l 
Return -on total assets , 7.76 i 7.98 . -—.42 
Return on equity -9.96 . © 11.10 -1.01 


"No ¢ values are significant. ` 
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‘period were the differences significant, however, and so it is not possible 


to reject either of the first two null hypotheses; tlie two groups did not dis- 
play significantly different performance in terms of either profitability ratio. 


^ In addition, the relationship between firm size and profitability was exam- 


ined. For both diversifying and nondiversifying firms in all periods, there 
was no significant difference in profitability between small and large firms 
(the cut-off point being the median firm size for the period). 

` These tests suggest that there may be no significant difference in the prof- 
itability of diversifying and nondiversifying firms, but it is worthwhile in- 
vestigating the matter further in a multivariate context in order to try to 
isolate the effect of diversification per se on profitability. Using ordinary 
least squares, the two profitability ratios were regressed separately on four 
explanatory variables. The results for the years 1975-1976 to 1980-1981 only 
are presented here (the results for the other periods generally confirmed 
all the results obtained from the simple tests). The model is of the form 


PR «fO, TO, A, G) 


where D sakedhaton; need eitlier " the extent to which a firm's 
sales in 1977-1978 were due to diversification undertaken since 
1968-1969 (DA), or as à dummy variable (D), taking the value 
1 when a firm classified itself as having diversified since 
1968-1969, and 0 otherwise. 

TO = “technical opportunity” of the industry(s) into which the firm 
is classified, taking the form of a dummy variable with the 
value.1 if the firm operated in the following ASIC two-digit 
industries: chemical, petroleum and coal products; nonmetallic 
mineral products; basic metal products; fabricated metal prod- _ 
ucts; transport equipment; other machinery and equipment; 
and taking the value 0 if the firm operated in the following 
industries: food, beverages and tobacco; textiles; clothing and 
footwear; wood, wood products and furniture; paper, paper 

| products, printing and publishing; other manufacturing. - 

A -average firm size over the period, measured by assets. 

.G =the compound rate of growth in assets over the period. 

One would expect D, TO, and G to be positively linked with profitabil- 
ity, if the sign on A is indeterminant, given the many conflicting effects 
that size per se may have on profitability. The results are presented in Table 
3. Equations 1 and 2 involve only the 59 diversified firms that provided 
data on the extent of their diversification. Equations 3 and 4 involve all 
108 firms in the sample; a dummy variable is used here to measure whether 
a firm has diversified or not. With the exception of the coefficients on di- 
versification, there is very close agreement (compare equations 1 and 3, 
2 and 4) between the regressions based on differing firm numbers, and also 
between the results based on the two different profitability measures. Tech- 
C opportunity and — have consistent, highly — positive . 
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effects on profitability, and firm size is consistently negatively linked with 
- profitability, although a little short of significance at the 10 percent level 
- (a two-tail test is used on this variable). | 

For the larger sample, the coefficients on the dummy variable represent- 
ing diversification are negative but not significant, suggesting that although 
some nondiversifying firms may have enjoyed higher profitability than some 
diversifying firms, the difference is not significant. This result, obtained 
after allowing for the effect of other influences on profitability, is not in- 
consistent with the results in Table 2, which suggested that diversifying firms 
may have experienced higher levels of profitability; neither result is statis- 
tically significant. It is concluded, therefore, that diversifying and nondi- 
versifying firms have not experienced significantly different profit rates in 
Australia. | 

However, considering just diversifying firms (equations 1 and 2), higher 
actual levels of diversification are associated with higher profitability, and 
this relationship is significant at least at the 10 percent level. This suggests 
that highly diversified firms are more profitable than less diversified firms 
in the group of diversifying firms; and it suggests that a major reason for 
the lack of a significant difference in profitability between diversifying and 
nondiversifying firms could be the relatively depressed profitability per- 
formance of firms that have undertaken only modest amounts of diversi- 
fication. Whether this is-because of learning problems, poor management 
skills, or too ambitious horizons being sought, remains open to question. 

Table 4 presents the variability in the profitability ratios, and in the earn- 
ings measures. Variability is measured by the coefficient of variation of 


Table 4 ; 
Variability of Profitability Ratios and Earnings 
l Coefficient of Variation i o 
Nondiversifying Diversifying t 
Profitability Ratios l l 
1968-1969 to 1980-1981 2 
Return on total assets 48. 12% 34.65% l 1.08 
Return on equity e 76 . 39.94 f 1.69* 
` 1968-1969 to 1974-1975 ' M l 
. "Return on total assets - de | 43365. : 30.19 1.22 
Return on equity NC 74.95 . 32,00 | 1.92* 
1975-1976 to 1980-1981 ge ` ; - 
Return on total assets l , 130.88 . 19.04 1.90* 
Return on equity ~. 66.40 25.16 2.34** 
Earnings 
1968-1969 to 1980-1981 a 
Earnings before interest and tax i |. 7391 . 62.96 1.60 
Earnings after tax i ` 107.06 . ' 71.48 2.16** 
1968-1969 to .1974-1975 . ae "i a u^ s 
Earnings before interest and fax . s 48.93 46.76 . 23 
Earnings after tax `` í 67.22 l 107.20 -.53 
1975-1976 to 1980-1981  . i? t. 4 
before interest and tax . 70.31 i 39.83 1.94* 
Earnings after tax ' 183.15. 59.13 1.47 
*p«.10 


**p« .05 
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.. each of these variables. Generally, although there does not appear to be 
a strongly significant difference in risk between the two groups of firms 
over the whole period, the evidence suggests that the diversifying firms ex- 
perienced less variability in the period 1975-1976 to.1980-1981 than did the 
Done EYE firms, (pen when variability in return on equity is con- - 
sidered. 


| Table 5 | 
A Comparison of the Capital Structures of Diversifying 
| and Nondiversifying Firms 


` Nondiversifying -Diversifying > t 


Debt/total assets ; 
1968-1969 to 1980-1981 ME 43.98% p o 47.01% -1.56* 
1968-1969 to 1974-1975 42.18 l 45.59 . -1.55* 
1975-1976 to 1980-1981 46.06 l 48.83 -1.44* 
Interest debt/total assets 
1968-1969 to 1980-1981 19.08 20.96 -1.03 
1968-1969 to 1974-1975 18.89 20.66 -.86 
1975-1976 to 1980-1981 - 19.32 `- 21.39 ^ -l.ll 
*p«.10 l i i 


The capital structures of the two groups are compared in Table 5. The 
average level of leverage is high for both groups and appears to have in- 
creased. Diversifying firms on average used debt to a significantly greater 
extent than did the nondiversifying firms. Similarly, the diversifying firms 
used more interest bearing debt on average than did the nondiversifying 
firms, but the difference is not significant. Overall, the differences in lever- 
age are small and do not provide really strong evidence with which to re- 
ject, with a high level of confidence, the null hypothesis that there is no 
significant difference in leverage between the two groups. ` 

. Table 6 compares growth rates for the two groups. The diversitying firms 
appear to have achieved a considerably higher rate of growth in earnings 
after tax than the nondiversifying firms, especially in the.second subperiod. 
Diversifying firms achieved higher growth rates in total assets, also, although 
the differences are not as great as for earnings. In respect to both assets 
and market capitalization, the diversifying firms grew significantly faster 
than did nondiversifying firms in the second subperiod only. Both groups 
increased their average return on total assets over the entire period, with 
the diversifying firms achieving a higher growth rate, although the difference 
is not significant. Particularly noticeable is the high growth rate in this ratio 
for the diversifying firms during 1975-1976 to. 1980-1981, when nondiver- 
sifying firms experienced a negative growth rate. This latter group appears 
to have experienced negative growth in the return on equity ratio in both 
subperiods. The diversifying firms also experienced negative growth in this 
ratio in the first subperiod, but strong growth occurred in the second sub- 
period. Overall, the diversifying firms’ superior growth rates in profitabil- . 
ity probably reflect the strong. growth in earnings, particularly during 
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Table6 | 
A Comparison of the Compound Rates of Growth in Earnings, 
Assets, Market Capitalization, and Profitability Ratios of 
the Diversifying and Nondiversifying Firms | 


Nondiversifving Diversifying t 


1968-1969 to 1980-1981 ; 
Earnings after tax 11.65% - - 16.25% -1.38* 
Total assets | 13.12 15.15 -1.53* 
Market capitalization 9.78 14.14 -2.01** 
Return on total assets "E 1.69 224 -.52 
Return on equity .18 1.32 -.89 
1968-1969 to 1974-1975 
Earnings after tax  . à 10.55 . 14.73 -.43 
Total assets 14.59 15.72 -.53 
Market capitalization | - _ 43 -` .28 07 . 
Return on total assets - : 46 1.55 0-49 
Return on equity -2.43 i :-1.22 -.43 
1975-1976 to 1980-1981 ' ; 
after tax 10.62 33.40 , -2.36*** 
Total assets 12.79 | 15.93 -1.67** 
Market capitalization 18.52 24.97 -2.30** 
Return on total assets -.15 . 4.03 -1.89** 
Return on equity -1.39 7.74 —2.71°** 
*p<.10 
»*p«..05 
**5p « 01 


1975-1976 to 1980-1981, rather than differences in leverage. Clearly, the 
. null hypothesis concerning growth rates can be rejected; the diversifying 
firms generally achieved higher rates of growth in profitability and size vari- 
ables than did the nondiversifying firms, especially in the second subperiod. 


Technological Differences. D 


When comparing the performance of firms in different industries, it is 
possible that differences in industry characteristics may mask differences 
in performance because of the factor under consideration (in this case, dif- 
ferences in diversification). Accordingly, firms were grouped into industries 
in which technological opportunity was relatively high (those taking the 
TO variable value of 1) and those that were less technologically advanced. 
A decisive pattern emerged i in the results, as may be seen from Table 7. 

Diversifying firms in the technologically advanced industries earned sig- 
nificantly higher profit rates in all time periods, compared with diversify- 
ing firms in industries with less technological opportunities, and generally 
enjoyed lower relative variability of profit rates. In contrast, no such sig- 
nificant differences were observed when a similar comparison was made 
for nondiversifying firms. It appears that.nondiversified firms do equally 
well in their specialized field(s), whatever that may be. Diversified firms, 
in contrast, seem to perform better in industries in which the possibilities 
for initiative, skill, and so on, are present. This is supported bv a further 
comparison of the profit rates of diversifying and nondiversifying firms 
in industries designated as being characterized by technological opportunity. 
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Table 7. 
A Comparison of Profitability in Technological Opportunity 
Industries with Profitability in Other Industries 


Average Coefficient of Variation 
Technological Technological 
Opportunity Other Opportunity Other 
Profitability Ratios Industries Industries t Industries Industries t 
Diversifying Firms 
1968-1969 to 1980-1981 
Return on total assets 7.63% 6.35% — 2.08** 27.36% 51.13% -1.35* 
Return on equity 11.45 8.12 Zio 30.91 60.99 -1.74** 
1968-1969 to 1974-1975 
Return on total assets 6.71 5.74 1.40* 33.06 23.11 .69 
Return on equity 10.65 7.06 2.45*** 30.66 35.25 -.54 
1975-1976 to 1980-1981 l 
Return on total assets 8.52 6.82 2.59*** 17.18 23.26 -1.53* 
Return on equity 12.15 8.89.  2.36** 25.36 24.68 .14 
Nondiversifying Firms 
1968-1969 to 1980-1981 
Return on total assets 7.14 7.27 -.18 44.05 51.09 -.37 
Return on 9.84 9.86 -.01 178.95 269.79 -.33 
1968-1969 to 1974-1975 NE 
Return on total assets 6.33 6.97 -.76 53.31 35.80 .97 
Return on equity 9.64 9.73 -.05 101.90 $6.29 .89 
1975-1976 to 1980-1981 
Return on total assets 8.07 7.53 60 41.17 196.44 -1.11 
Return on equity 10.01 9.93 .04 90.12 49.90 .92 
*p«..10 
**p«..05 
*v*p«. 0i 
Table 8 


A Comparison of Profitability of Diversifying and Nondiversifying . 
Firms in Technological Opportunity Industries 


Average Coefficient af Variation 
Non- Non- 
Profitability Ratios diversifying Diversifying t diversifying Diversifying t 
1968-1969 to 1980-1981 ! 
Return on total assets 7.14% 7.63%  -.94 44.05% 27.36%  2.44*** 
Return on equity 9.84 11.45 -1.62* 178.95 30.91 1.92** 
1968-1969 to 1974-1975 
Return on total assets 6.33 6.71 -.65 53.31 33.06 1.11 
Return on equity 9.64 10.65 -.87 101.90 30.66 ].85** 
1975-1976 to 1980-1981 f 
Return on total assets 8.07 8.52 , -.77 41.17 17.18 2.92*** 
Return on equity 10.01 12.15 ~1.72** 90.12 25.36 2.55*** 
*p«.10 
**p«.05 
*e«p«..01 


As Table 8 shows, diversifying firms tended to outperform nondiversify- 
ing firms, especially when performance is measured as the return on equity, 
at the same time achieving significantly lower variability of returns. Clear- 
ly, the combination of technological opportunities and diversifying firms 
can lead to highly favorable results. 
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The results indicate that a strategy of diversification since 1968-1969 gen- 
erally has not resulted in significantly higher profitability or lower risk for 
the diversifying firms, compared to nondiversifying firms. It does appear, 
however, that the diversifying firms outperformed the nondiversifying firms 
in the second subperiod, which was a period of fluctuating economic ac- 
tivity. Within the diversifying group, there appears to be a positive rela- 
tionship between profitability and the extent of diversification. The diver- 
sifying firms clearly achieved a higher growth rate than the nondiversify- 
ing firms in profitability and size. These findings are consistent with most 
previous studies concerning the strong relationship between diversification 
and growth and also consistent with some studies in respect to the rela- 
tionship among diversification, profitability, and risk. 

The findings raise serious questions concerning the justification of a strat- 
egy of diversification and indicate some divergence between corporate 
motives for diversification and overall results. Clearly, these aspects re- 
quire further research. Nevertheless, three general explanations may ac- 
count for the results. First, diversifying firms may have placed greater em- 
phasis on growth than on other performance parameters. Diversification 
may have been viewed as a means of overcoming the limitations of small 
markets with low growth rates typical in Australia. Second, diversification 
expectations may not have been realized because of poor quality manage- 
ment and difficulties encountered in coping with new products and in cap- 
turing sufficient market share in markets dominated by specialized firms. 
Third, the costs of a strategy of diversification could have been greater than 
expected. Competition among firms for suitable diversification opportunities 
(especially through mergers) may have resulted in higher costs than were 
justified. In addition, an ability to achieve expected scale economies, and 
the existence of market imperfections, such as transactions costs and govern- 
ment regulation (especially in respect to tariff policy), may have influenced 
the profitability and risk effects of a policy of diversification. 

Certain aspects of diversification, however, appear to have been favorable. 
The results provide some tentative evidence that diversifying firms may have 
performed better than nondiversifying firms under more difficult economic 
conditions and that technologically based diversification appears to have 
resulted in superior performance. 
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Strategic Decision Processes: 
. Comprehensiveness and 
Performance in an Industry 
with an Unstable Environment 


University of Washington 


Comprehensiveness is a measure of rationality and is 
defined as the extent to which organizations attempt to 
be exhaustive or inclusive in making and integrating stra- 
tegic decisions. Results from an industry with an unstable 
environment indicate a consistently negative relationship 
between comprehensiveness and performance. Limitations 
and extensions are discussed. 


The processes used by organizations to make and integrate *'strategic" 
decisions are increasingly identified as critical to their performance. How- 
ever, it is widely recognized that knowledge of strategic processes is nor- 
mative or descriptive and remains untested (Bourgeois, 1980; Cosier, 1981; 
Mintzberg, 1978). For example, the value of using a “‘comprehensive”’ pro- 
cess to make and integrate strategic decisions has been debated in the liter- 
ature for years and is still unresolved. This paper reports the results of a 
research effort that tested the relationship between the comprehensiveness 
of strategic decision processes and performance in an industry whose envi-: 
ronment is unstable. 


Theoretical Development 
Organization Strategy 
The most frequently cited definitions of organization strategy are pro- 
vided by Andrews (1971) and Chandler (1962) and emphasize concepts such 
as goals, resource allocations, and plans. As a result of this view, an orga- 
nization's strategy historically has been thought of as an integrated “‘plan,”’ 
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and statistically verifiable research often has been limited to comparisons 
between firms that are classified as ‘‘formal’’ and ‘‘informal’’ planners 
(Grinyer & Norburn, 1975; Herold, 1972; Karger & Malik, 1975; Kudla, 
1980; Leontiades & Tezel, 1980; Scheehan, 1975; Thune & House, 1970; 
Wood & LaForge, 1979). However, such an approach reveals very little 
about what actually occurs during the strategic process. 

An organization's strategy illustrates the extent of match or alignment 

between its external environment and its internal structure and processes 
(Galbraith & Nathanson, 1978; Grant & King, 1979; Hofér & Schendel, 
1978; Jemison, 1981; Miles & Snow, 1978; Mintzberg, 1978; Snow & Ham- 
brick, 1980; Summer, 1980). The degree of alignment may be the result 
of an integrated strategy that was produced by a formal planning system, 
but more likely it reflects the impact of countless strategic decisions that 
have been made, one at a time, over a period of years (Mintzberg, 1978; 
Quinn, 1980; Uyterhoeven, Ackerman, & Rosenblum, 1977). This perspec- 
tive suggests that strategy formulation is primarily a decision making pro- 
cess and that a more productive research approach may be to study how 
organizations make individual (i.e., single) strategic decisions and whether 
they attempt to integrate those decisions into some overall strategy. There- 
fore, because all firms make strategic decisions, it seems appropriate to 
move from a ‘‘plan’’ to a ''decision-based"' view of strategy because the 
population of potential research sites is almost limitless and the processes - 
used to make and integrate individual strategic.decisions can be studied 
using a variety of methodologies. 

It is important to emphasize that in the decision-based perspective ad- 
vocated above, the strategic decision process is an organization-level phe- 
nomenon. It is suggested that strategic decision processes are patterns of - 
behavior that develop in organizations, and as such can ''withstand the 
turnover of personnel as well as some variation in the actual behaviors people 
contribute. It is the persistence of the pattern through contributions made 
by interchangeable people that distinguishes organizations from other col- 
lectivities’’ (Weick, 1979, p. 34). Similarly, though patterns of decision mak- 
ing may change as organizations evolve (Perrow, 1961), evidence suggests 
that organization patterns tend to outlive their founders (Weick & Gilfillan, 
1971), persist in the face of new leadership (Berkowitz, 1956), and become 
self-perpetuating (Allison, 1971; Cyert & March, 1963; Steinbruner, 1974). 
It is suggested that, as a pattern of organization behavior, a firm's strategic 
process is visible to its executive-level members and that the characteristics 
of that process tend to be consistent across decisions that are perceived as 
clearly strategic. As a result of this consistency, it is possible to study strategic 
process issues without studying an endless number of decisions at any given 
time. Several of the most critical issues become apparent when the domi- 
nant strategic process models are compared with the most recognized al- 
ternative. 
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Two types of models pervade the literature on strategy formulation. The 
most common type, often referred to as ‘‘synoptic,’’ characterizes the stra- 
tegic process as a highly rational, proactive process that involves activities 
such as establishing goals, monitoring the environment, assessing internal 
capabilities, searching for and evaluating alternative actions, and develop- 
ing an integrated plan to achieve the goals (Andrews, 1971; Ansoff, 1965; 
Grant & King, 1982; Hofer & Schendel, 1978; Lorange & Vancil, 1977; 
Steiner, 1979; Thompson & Strickland, 1978). In contrast to the synoptic 
` is a group of “‘incremental’’ processes (Braybrooke & Lindblom, 1970; Lind- 
blom, 1959, 1979; Mintzberg, 1973; Quinn, 1980; Steinbruner, 1974; Wrapp, - 

1967) that often are offered as alternatives or as simply a more accurate 
characterization of how organizations actually make strategic decisions. 

As illustrated in Table 1, a comparison of synoptic and incremental strat- 
egy processes suggests that they differ on at least six major characteristics. 
These two approaches are the most frequently cited in literature on strategy 
formulation, and it is suggested that their differences should provide the 
focus for research on strategic decision processes. Therefore, investigators 
can make major contributions if they employ a ''decision-based"' perspec- 
tive, which focuses on individual (i.e., single) strategic decisions, to answer 
questions about: (1) what initiates the process, (2) the role played by goals, 
(3) the relationship between means and ends, (4) the concept of choice, 
(5) how comprehensive organizations are in making individual strategic deci- 
sions, and (6) how comprehensive they are in integrating those decisions 
into an overall strategy. However, for the reasons discussed below, it is 
the authors' opinion that the comprehensiveness questions should receive 


priority. - 
Comprehensiveness 


The most basic feature of synoptic models is the emphasis placed on be- 
ing ‘‘comprehensive’’ in making and integrating strategic decisions—the 
analytic and integrative comprehensiveness characteristics (numbers 5 and 
6) presented in Table 1. Proponents of synoptic models argue that strategic 
decision making at the organization level should approximate the rational- 
economic model by attempting to be exhaustive in a variety of decision 
activities, including the conscious integration of individual decisions to in- 
sure that they form a consistent whole. Although the comprehensiveness 
construct is just one measure of the extent to which an organization's stra- 
tegic process approximates a rational model, its multifaceted nature makes 
it particularly valuable in understanding strategic decision making. 

For example, Janis and Mann (1977) have pointed out that this construct 
involves a multitude of behaviors. Their review of the decision making lit- 
erature led them to conclude that a comprehensive process is characterized 
by: (1) the thorough canvassing of a wide range of alternatives; (2) surveying 
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Table 1 


June 


Differences Between Synoptic and Incremental 
Strategic Decision Processes" 


^ Characteristic 
1. Motive for initiation 
2. Concept of goals 


3. Relationship between 
means (alternatives) and 
ends (goals) 


4. Concept of choice 


5. Analytic comprehen- 
siveness 


6. Integrative comprehen- 
siveness 


*Develo 


Synoptic Processes 


The process is initiated in response 
to problems or opportunities that 

died during constant surveil- 
ance 


It is directed at 
goal or future in 


The goal is identified before and in- 
dependent of the analysis of alter- 
natives. Decision making is an 
*ends-means" process. 


The final choice of an alternative is 
dependent on how it contributes 
to the achievement of the goal. 
Decision quality is known only 
when it is shown that this decision 
provides the best means to the 
specified goal. 


ing a specified 
ed state. 


When making individual decisions it 
attempts to be exhaustive in the 
identification and selection of 
goals and the generation and eval- 
uation of alternatives. All factors 
are considered. 


Conscious attempts are made to in- 
tegrate the ons that compose 
the overall strategy to insure that 
they reinforce one another. The 
strategy is viewed as a conscious- 
ly developed, integrated whole. 


ped 
ticularly Lindblom (1959) and Mintzberg (1973). 


Incremental Processes 


The process is initiated in response 
to a problem or dissatisfaction 
with the current state. 


It is directed at achieving a modifica- 
tion of the current state. The pro- 
cess is ‘‘remedial.’’ 

The remedial change outcome is 
considered at the same time as the 
means for achieving it is analyzed. 
The processes are intertwined and 
simultaneous. 

The final choice of an alternative is 
made by combining the consid- 
ered alternatives (means) and their 
possible consequences (ends) and 
simultaneously selecting the one 
that ylelds the most desired out- 
come. Decision quality is judged 
by the agreement achieved in 
choosing an alternative (the means 
to the end). 

When making individual decisions it 
considers only a few alternatives 
to the status quo as alternative ac- 
tlons and only a restricted range 
of consequences in their evalua- 
tion, All possible factors are not 
considered. 

Little attempt is made to integrate 
consciously the individual deci- 
sions that could possibly affect 
one another. The strategy is 
viewed as a loosely linked group 
of decisions that are handled in- 
dividually. 


by the first author from similar summaries presented by numerous contributors, par- 


a full range of objectives; (3) carefully weighing the costs and risks of various 
consequences; (4) intensively searching for information to evaluate alter- 
. native actions; (5) objectively evaluating information, or expert judgment 
regarding alternative actions; (6) reexamining the positive and negative con- 
sequences of all known alternatives; and (7) making detailed plans, including 
the explicit consideration of contingencies, for implementing the chosen 
action. Wrapp (1967) has provided a similar, multifaceted characterization, 
which led the present authors to define the comprehensiveness construct 
as follows: the extent to which an organization attempts to be exhaustive 
or inclusive in making and integrating strategic decisions. 

The comprehensiveness construct was chosen for study because it is an 
important issue in the strategic decision making literature, and few empirical 
results are available that utilize this construct. As pointed out initially in 
Table 1, comprehensiveness is a major characteristic of the dominant 
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synoptic models of strategy formulation and one on which the synoptic 
differs from the incremental alternative. In addition, it is the synoptic pro- 
cess’s requirement for comprehensiveness in making and integrating strategic 
decisions that receives the most criticism in the theoretical literature. As 
the next section indicates, authors in fields such as strategic management, 
individual behavior, organization theory, and public policy have presented 
arguments that question the reality and advisability of comprehensive deci- 
sion processes, particularly in some settings. 


Criticisms of Comprehensiveness 


Comprehensiveness appears in synoptic strategy formulation models as 
a call to be exhaustive or inclusive in a variety of decision activities. How- 
ever, Wheelwright (1973) has pointed out that individuals and organiza- 
tions have limitations that have led scholars to question this requirement. 
For example, the bounded rationality necessitated by individuals’ cogni- 
tive limits has been used to explain why organizations are noncomprehen- 
sive in making ''satisficing" choices, and to describe how they “learn” 
(Cyert & March, 1963). 

Because most models of individual, group, and organization decision mak- 
ing are very similar (Lang, Dittrich, & White, 1978), it should be noted 
that many contributions that question the comprehensiveness of organiza- 
tion-level decision making are based on well-documented work with indi- 
viduals. Steinbruner (1974) has illustrated this point by describing how the 
characteristics of his organization-level model are consistent with a variety 
of cognitive theory principles that describe a noncomprehensive decision 
process. Similarly, numerous experiments like those of Bruner, Goode- 
nough, and Austin (1956) support theoretical arguments regarding the 
human tendency to simplify (Braybrooke & Lindblom, 1970; Summer, 
1959). 

In addition to problems of cognitive capacity, the comprehensiveness re- 
quirements of synoptic decision processes may tax other resources. For ex- 
ample, it has been argued that rational models assume that information 
will be available when needed but ignore the costs of obtaining it (Bray- 
‘brooke & Lindblom, 1970; Summer, 1959). This same perception led 
Aharoni (1966), and more recently Bourgeois (1981) and Litschert and 
Bonham (1978), to theorize that the presence of organization slack will have 
.a major impact on strategic processes. However, even if an organization 
has significant resources, it has been suggested that attempting to be com- 
prehensive may result in “‘achieving tomorrow’s solution to yesterday's prob- 
lem” (Braybrooke & Lindblom, 1970, p. 121). 

In synoptic models of strategy formulation, individual strategic decisions 
are consciously integrated into some overall strategy—a characteristic re- 
ferred to in Table 1 (number 6) as integrative comprehensiveness. Ham- 
brick and Snow have articulated the logic behind this requirement by declar- 
ing that **because of their importance, strategic decisions must be closely 
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linked to each other to form a consistent pattern for unifying and direct- 
ing the organization"! (1977, p. 109). Therefore, executives are encouraged 
to implement strategic planning systems, and organization strategy gen- 
erally has been viewed as a ‘‘gestalt’’ (Mintzberg, 1978). However, the in- 
tuitive appeal of comprehensive integration has been challenged by several 
authors. 

For example, Ansoff (1979) has argued that increased environmental 
change has made it impossible to achieve the level of integration demanded 
by most strategic planning systems, and his assessment is supported by Mur- 
ray's (1978) work. Similarly, issues of integration led Mintzberg (1978) to 
argue that strategic decision processes are more accurately characterized 
as a process of formation instead of formulation. However, no contribu- 
tion raises as many questions about integrative comprehensiveness as 
. Quinn's observation that ‘‘it is virtually impossible for a manager to or- 
chestrate all internal decisions, external environmental events, behavioral 
and power relationships, technical and informational needs, and actions 
of intelligent opponents so that they come together at a precise moment’’ 
(1978, p. 17). However, although the literature is filled with controversy 
regarding the reality and desirability of comprehensive decision processes, 
several contributors have argued that it is not an **either/or"' issue. Rather, 
appropriateness of such processes depends on the setting. 


Hypothesis 


Thompson (1967) has argued that organizations are expected to act ra- 
tionally and that they try to reduce the uncertainty that threatens rationality. 
The environment is a major threat to rationality and also is a critical fac- 
tor in the manager's effort to achieve a strategic match or alignment. There- 
fore, the environment and the strategic decision process are concepts that 
are closely linked (Bourgeois, 1980), with the environment often appear- 
ing in the strategic process literature as a hypothesized contingency. 

Uncertainty has been defined as the difference between the information 
needed to perform a task and the information available (Galbraith, 1973). 
Therefore, the environment can increase or decrease uncertainty (and the 
possibility of achieving a high level of rationality) by providing or with- 
holding needed information. Regarding organization decision making, a 
number of authors (Aldrich, 1979; Nutt, 1976; Thompson, 1967) have 
argued that the environment creates a problem if critical decision variables 
are not readily apparent and, more importantly, when it is difficult to de- 
velop an understanding of the cause and effect relationships among those 
variables. As a result, though environments have been characterized on a 
variety of dimensions, the degree of stability is the one most often identi- 
fied as affecting the decision process (Duncan, 1972). A stable environ- 
ment increases the likelihood that the critical variables can be identified, 
and it allows theory to be developed regarding the relationships between 
those variables and the organization. On the other hand, a highly unstable 
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environment makes it difficult to achieve the level of certainty sought by 
rational models. | 

The above argument has been addsesscdi in the strategy formulation lit- 
erature by several authors (Anderson & Paine, 1975; Hatten & Schendel, 
1976; Mintzberg, 1973; Nutt, -1976) who suggest that synoptic processes, 
which are based on a rational model, are appropriate for organizations in 
stable environments, and incremental should be used in unstable environ- 
ments. For example, Mintzberg (1973) argues that a **planning"' (i.e., synop- - 
tic) mode of decision making is advisable in a stable environment because 
the information needed to make comprehensive decisions is potentially avail- 
able, and because it is relatively easy to integrate decisions into a consis- 
tent whole. On the other hand, he advocates an ‘‘adaptive’’ (1.e., incre- 
mental) process for firms in unstable environments because such environ- 
ments are too complex to understand and prevent a high level of integra- 
tion. Nutt (1976) has presented a similar argument by suggesting that the 
“closed system” logic of synoptic processes is appropriate only when the 
environment is predictable, and an incremental process can be employed 
when the environment places a premium on adaptability. 

The authors cited above suggest that in an environment that can be well 
understood, a firm that employs a comprehensive decision process will make 
discriminating decisions that can be integrated to ensure cohesive action. 
In contrast, a noncomprehensive firm is well-equipped for an unstable en- . 
vironment. Its decision speed and flexibility allow fast, low-cost action that 
can exploit and overcome a changing list of opportunities and threats that 
defy thorough understanding. Implied in this argument is the assumption 
that a firm's performance will be affected if the level of comprehensive- 
_ ness in its strategic decision process is not consistent with the stability of 
its environment. The resulting hypothesis is as follows: 

There will be a negative relationship between the comprehensive- 
ness of strategic decision processes and performance in an unstable. 
environment. A positive rane would be expected in a stable en- 
vironment. 


Theoretical Moder 


Because PEN EE is an efüsive construct, "m authors needed 
a conceptual model that would guide (1) interviews, (2) instrument develop- 
ment, and (3) data analysis and présentation. Therefore, the contributions 
of several authors (Dewey, 1910; Mintzberg, Raisinghani, & Theoret, 1976; - 
Simon, 1965; Witte, 1972) were drawn on to divide analytic comprehen- 
siveness (number 5 in Table 1), which is.concerned with the construct as 
it appears in the process of making a single strategic decision, into three 
steps—situation diagnosis, alternative generation, and alternative evalua- 
` tion. Because integrative comprehensiveness (number 6 in Table 1) is con- 
cerned with how comprehensively individual decisions are integrated into 
any overall strategy that may exist, one final step was added to complete. 
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the model —decision integration. In combination, these four steps provide 
distinct opportunities whereby organizations can vary the FORIESEDEDAN ES 
ness of their strategic decision process. : 


Method 
Overview 


Participating in the research were 109 executives in 27 firms in an indus- 
try whose environment is very unstable. Structured interviews were con- 
ducted with the CEO of each firm to obtain information about the strategic 
decision process. Based on these interviews, a decision scenario was written 
that described an organization attempting to solve a major problem. The 
scenario provided à detailed description of what the organization did in 
diagnosing the situation, generating alternatives, evaluating alternatives, 
and integrating the decision into an overall strategy (i.e., the four steps 
of the model). The 109 participants then read the scenario and responded 
to a series of questionnaire items to describe the decision process their firm 
would use if it faced the same problem. The items were designed to assess 
the comprehensiveness construct. Responses were aggregated within firms, 
and relationships between organization performance and comprehensive- 
ness were investigated, controlling for organization size. 


Sample 


Because of the effort required for interviewing and instrument develop- 
ment, the study was restricted to testing the hypothesized relationship in 
an unstable environment. This and the nature of the primary data gather- 
ing instrument required firms to be from the same industry, which also 
controlled for the confounding effects of technology and increased the com- 
parability of performance data. In addition, the need for personal contact 
required all firms to be headquartered in the Pacific Northwest. In light . 
of these constraints, a subset of the forest products industry—Standard 
Industrial Classification (SIC) 2421, sawmills and planing— was selected 
. as the focal industry. A recent study that used multiple objective measures’ 
identified it as the third most unstable of 52 different industries that were 
randomly selected from a population of over 450 (Dess, 1980). That study 
employed factor analytic techniques in which the degree of change in in- 
dustry sales, cost/price margin, and value-added were among the variables 
that loaded most heavily on the instability dimension. .  - 

Potential research sites were identified in a review of Dun and Bradstreet’ ‘Ss 
. Million Dollar Directory (1979) and Middle Market Directory (1979) and 
contacted if their sole SIC number or one of the first two listed was 2421. 
Contacted by letter were 43 firms, and 34, 79 percent, were interested in 
participating. Those not interested included three Canadian firms (all with 
more than 14,000 employees) and two large (more than 12,000 employees) 
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'-and two small (less than 200 employees each) American firms located. Over 
1,000 miles from the investigators. Smaller firms were more prone to par- 
ticipate, as were those near the investigators’ institution. The firms that 
initially expressed interest were headquartered i in northern California, Ore- 

: gon, and Washington and participated in the first da of a two-phase 
. research method. 


Structured iene 


In the first phase, structured interviews were conducted with the chief 
executive officer or executive vice president of each firm. The interviewer 
asked the executive to identify the major problems facing the industry, as 
well as a major decision recently made in the firm. With regard to the deci- 
sion, the executive was directed to describe specific actions (e.g., kinds of 
analyses) that were taken in the four steps of the theoretical model. The 
interview also was used to gain the firm’s commitment to participate in 
the second, primary data gathering phase and to identify other managers 
who should participate in that phase. 

Each interviewee was presented with a list’ of major decisions (e.g., add 
a product line, build a new plant) and asked to identify the managers who 
normally would be involved in making them. As a result; 123 executives 
(including the CEOs) who had been in their firms for nearly 20 years each 
were chosen to participate in the final phase. After the interviews three firms 
refused to participate further, and four were eliminated because their major 
business was not SIC 2421. Therefore, 27 firms, 80 percent of those who 
started, ultimately participated in both phases of the research. Their per- 
tinent characteristics are provided in Table 2. 


Scenario and Comprehensivenéss Questions mo 


Because comprehensiveness had not pon studied before, there were no 
operational measures of this construct. Therefore, the first step in developing : 
the instrumentation was to identify potential measures ina review of liter- 
-ature in which contributors had distinguished between comprehensive and 
" noncomprehensive decision processes. Among the indicators that were 
ultimately employed are: (1) assignment of primary responsibility (e.g., hav- 
- jng no specific individual responsible for the decision versus forming a special 
committee of several people); (2) breadth of participation (e.g., areas of . 
expertise and number of participants involved); (3) willingness to go out- 
side the organization for information; (4) primary method used (e.g., one 
individual's ideas versus extensive analysis); (5) amount of direct, out-of- | 
- pocket expenditures made; and (6) range of techniques used, to mention 
only a few. Most of these indicators are common to each of the four steps 
of the theoretical model (e.g., number of employees directly involved), and 
several are unique to a particular step (e.g., breadth of alternatives consid- 
ered). The indicators then were re incorporated into the scenario and accom- 
panying SONE 


` 408 Academy of Management Journal. . June 


| Table 2 | 
| AC Barats tes of Participating Firms 


Firm Approximate Number prora xinidie Number of Number of 


. Number Es Employees* Sales ($MM)? Scenarios Sent Scenarios Returned 
1 « 50 $ 4 2 1 
2 50- 100 $ 5 2 2 
3 50- 100 - .$° 9 ‘3 ‘3 
4 50- 100 $ 12 2 P 
5 100- 200 $.2 4 4 
6 100- 200. $ 15 5 5 
I  100- 200 $n 4 4 
8 .200-: 300 - 3 2 6 6 
9 300- .400 $ 350 5 3 

10 400- 500 $ 40 3 2 
11 . 400- 500 - $ 48 4 4 
. 12 . 400- - 500 $ 54 3. 3 
13 400- 500 $ SO 1 1 
14 500- 600 $ 43 .4 4 
15 800- 1,000 . $ 134 7 3 
16 1,200- 1,400 $ 515- 5 5 
17 1,200- 1,400 . $ 176 4 3 
18 1,800- 2,000 . $ 148 . § 5 
19 2,000- 2,200 - $ 182 CE 6 
20 - . 2,300- 2,500 ^ $ 176 ‘ 4 4 
21 4,300- 4,600 :$ 258 . 4 4 
22 5,000- 7,000 - $1050 5 4 
23. 7,000-10,000 | $675 - Pur 6 
24 10,000-13,000 . $ 580 9 9 
.25 17,000-22,000 $1300 ^ ^4 4 
26- 40,000-50,000 : $5200 6 - 6 
27 40,000-50,000 T 6 
a š 


Range provided to preserve anonymity. 
‘Approximate figure provided to preserve anonymity. 


Information obtained i in the interviews Was used to devdión a five page 
(single-spaced), written ‘‘decision scenario" that depicted a hypothetical 
forest products firm faced with a major problem—an: inability to obtain 
timber for two years. The scenario described how management had con- 
cluded that its **primary manufacturing facilities" were making it uncom- 
petitive, and it indicated how the firm went about deciding if it should build 
new, state-of-the-art facilities. The body of the scenario was divided into 
four distinctly headed sections that used indicators mentioned earlier to 
describe how comprehensive the firm was in: (1) diagnosing the problem, 
(2) generating alternatives, (3) evaluating alternatives, and (4) integrating 
the final decision into any overall strategy that might exist. For example, 
-the scenario identified the number of employees directly involved, their areas 
- of expertise, any outsiders that were called on, problem causes and solu- 
tions considered, and described any analytic or integrative techniques em- 
ployed in the four steps. Following the scenario was a series of questions 
that were designed to assess comprenenaveness as it was characterized i in 
the literature. 

Of the 123 executives identified in the interviews (see Table 2), 109, or 
89 percent, read the scenario and responded to 43 Likert-type questions 
to describe how comprehensive their firm would be if it faced the scenario 
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situation. As Table 3 indicates, seven questions were common to each step, 
and four each were unique to the situation diagnosis, alternative genera- 
tion, and alternative evaluation steps of the theoretical model; three appeared 
only in the decision integration step. Three respondents were eventually 
eliminated, because of missing data, failure to follow directions, or ob- 
vious response bias, before responses by individuals within a firm were aggre- 
gated to provide an indication of comprehensiveness for each organization. 

To aid the reader, a copy of the questions that pertained to the situation 
diagnosis section of the scenario (step one of the model) is included as Ex- 
hibit 1. Questions regarding the three remaining steps of the theoretical 
model used the same basic format but substituted several unique questions 
previously summarized in Table 3. It should be noted that prior to con- 
ducting the study, the 43 questions were rated by 5 experts as the best of 


Exhibit 1 
Questions Used to Assess Comprehensiveness 
in the First Step of the Theoretical Model: 


Step One Questions—Questions 1-11 on the next two pages ask you to indicate what YOUR FIRM 
would do to determine the cause of the problem if it was unsuccessful in obtaining timber. If you 
would like to refer back to Step One: Determining the Cause in the Northwest Timber case (pages 
2-3), please do so. 

To answer questions 1-3 below check the one choice that best describes what would be done in YOUR 


1. Es ae primary responsibility for determining the problem cause would be assigned to (check 
only one): 
C] a. No specific individual or group 
C] b. One specific individual 
L c. Two people jointly 
Q d. An existing committee of three or more 
CI e. A specially formed group of three or more 
2. In attempting to determine the cause of.the.problem your firm would (check only one): 
a. Not be willing to rely on outsiders for any assistance 
. Be willing to rely on one or two outsiders to provide limited assistance 
. Be willing to rely on one or two outsiders for moderate assistance 
. Be willing to rely on outsiders for significant assistance 
Rely entirely on outsiders if necessary 
ur firm possible problem causes would be identified primarily through (check "n 
. The ideas of a single individual 
. Informal discussions among managers 
[] c. Scheduled meetings among managers 
L] d. Scheduled meetings and some analysis 
C! e. Scheduled meetings and extensive analysis 
To answer questions 4-6 simply make a check on the line to indicate the number that is most appropriate 
for YOUR FIRM. 
4. Approximately how many employees would be directly involved in determining the cause of the 
problem (check only one): 


OoOFoonon 
d 9 0.0 gt 


2 or less 3-4 5-6 7-8 9-10 11-12 MO than 


5. Approximately how much in direct out-of-pocket expenses (e.g., travel costs, consulting feed) would 
your firm normally be willing to spend to determuicithe the cause of the problem (check only one): 


. -Less than . $20,000- $41,000- $61,000- $81,000- $101,000- More than 
$20,000 $40,000 $60,000 $80,000 $100,000 $120,000 $120,000 
6. Approximately how many years of historical data (e.g., productivity, cost per board foot) would 
be reviewed to help determine the cause of the problem (check only one): 


Less than 1 2 3 4 5 More than 
1 5 
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Exhibit 1 (continued) 


S 
: 
=) 
S25. > 
22522 
Pa * 
Questions 7-11 below also ask you to indicate what YOUR FIRM would do 3 zi =) D ^ > > 
in determining the cause of the timber acquisition problem. PLEASE CIRCLE 3 $ g d 3 3 9 
ONE NUMBER (1 to 7) ON EACH LINE TO INDICATE HOW LIKELY ^ B E y "1 
IT IS THAT A PARTICULAR ACTION WOULD.BE TAKEN. p 9 dB 5 i E b 
7. How likely is it that employees or outsiders involved in determining the 2 $ 8 3 B= 2 
problem cause would have significant expertise in the following: 
a DLOBEIUR S duos dos ce verbu o e PA ica Mis una rip uh ka ed eC ADR 12.34 567 
D Timber CONVERSION soos iesus Aag. esI aus Kiwi M ae 123.4 56 7 
C. Forest MANASEMICHE = ecioesd was s Sas vA ERU AER CR NEM ME 1234 567 
d. Sales or marketing «oc 0020.00 sed ere E ed pide sant eee i 123 4 5 6 7 
e ACCOUNUNR sec tiie sane td ENS OEREA sh be2 Se DRE Tee baa Pare eR 12 3.4 5 6 7 
PIANC 26 65 E o sedate Vea urea wcdp Qaa dee seu od ds 1234 56 7 
E. Formal plannmg «oov oer h ote ee we oRQUES ra TUMORS d E 1234 567 
8. How likely is it that any of the following outsiders would be Sere l 
to help determine the cause of the problem: 
a. Individuals from other forest products firms .............. Lus 123 45 6 7 
b. Consultants in the forest products industry............... onus 1234 56 7 
c. Hipnancial- GXDeris 2.2 erseoe PES EFAUOES E AOK COSE NAE UOS 1234 56 7 
d. Equipment manufacturers ......... 0. ccc cece cere een 123 45 67 
e. Individuals from firms in other industries.......... PRERE 1234567 
f. Consultants from other industries ......i....ssusssnsosssseassno 123 45 67 
9. How likely is it that your firm would seriously consider each of the fol- 
lowing explanations as a cause of the problem: l 
a. Continued ‘‘panic buying" by competitors ............ 00 lues. 123 45 67 
b. Inadequate method of calculating bids/purchase offers ............ 123 4 56 7 
c. Inaccuracies in individual bid figures .................... DP ..1 234567 
d. Uncompetitive operating COME EOE E T d ba TS TO Lb 2-3°4-5' 6 7 
e. Being too conservative in bids/purchase offers.............. ones 1234 56 7 
10. In your firm's analysis of the problem, how likely is it that each of the i 
following would be included: 
a. Summaries of competitors’ purchase/bid success ..............65. 123 45 67 
b. Estimates of competitors’ conversion costs ............. cece eees 1234 56 7 
c. Review of individual figures used to compute unsuccessful bids/pur- 
CHASOS code Do A LR Doa S cats VOIR seo cad ai Ear USE 1234 56 7 
d. Summary trends in overrun, Ginployee productivity, and cost per thou- E 
sand board feet ......... cc ccc ccc eee ectecnce PEPE ES Ee cu 1234 567 
e. Thorough review of existing timber inventory . TRES 1234 567 
11. How likely i is it that cach of the following factors would be of major im- 
portance in determining the cause of the problem: : 
a. Competitors’ timber acquisition success....... 0... cece cee ee ees 1234 567 
b. Your bid/purchase offer accuracy: ........... 2. cece eee ence eens 1234 56 7 
c. Competitors’ conversion costs 2.0... ccc cece cee eee cence ees 1234 567 
d. Your conversion costs ....... ccc ccc ee ree eee ern saceeeeaee 123 4 5 6 7 
e. Your existing timber inventory......... M RAD AD M Eee S EIER 12.34 56 7 


nearly 70 potential measures of the comprehensiveness construct. Similar- 
ly, in single-response questions, the order of alternative answers that were 
arranged from least to most comprehensive was verified by the same ex- 
perts, and they were scaled from 1 to 5 or 7. The authors recognize that 
other investigators may have chosen different indicators, but the evidence 
suggests that the construct was adequately assessed by those employed. The 
. entire instrument is available from the first author. 
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Scenario Issues 


It is important to understand why a scenario was used and why it not 
only depicted the problem, but also described in detail how the problem 
was solved in one organization. The most obvious benefit of the scenario 
is that it provides all respondents with a standardized stimulus. This con- 
tribution is particularly important because it addresses a major shortcoming 
of questionnaires—they are subject to respondents’ varying interpretations _ 
and cognitive orientations, which are a potential source of error. In addi- 
tion, providing examples of the actions taken in one organization helps re- 
spondents understand the phenomenon in question and makes some issues 
more salient to them. For example, pretests were conducted using a draft 
of the questions only (without a scenario), and respondents sometimes had 
difficulty understanding what was being asked (e.g., less sophisticated man- 
agers had problems conceptualizing issues concerning the integration of 
decisions). However, they had no trouble understanding the phenomenon 
and providing a response once they had read a scenario that illustrated the 
behaviors in question. 

Related to the benefit discussed above, the circumstances depicted i in the 
scenario make it possible to create a strategic context, which is critical in 
determining whether a decision will be perceived as being strategic (Mintz- 
berg, 1979). Therefore, the scenario is potentially valuable in insuring that 
a respondent's frame of reference is clearly strategic. In addition, because 
research that relies on participant responses will be successful only if it 
achieves ''involvement'' (Fromkin & Streufert, 1976), this approach has 
another benefit. The scenario as characterized here makes it possible to 
present respondents with a realistic, detailed situation. Therefore, because 
the problem, context, described actions, and terminology can be written 
in such a way that the scenario generates interest and involvement by par- 
ticipants, itis suggested that the scenario increases the likelihood of ob- 
taining an accurate description of their organization's strategic decision 
process. 

It also should be emphasized that the instrument was developed to pre- - 
vent a variety of biases, and analyses were conducted to detect them. First, 
a personal letter to each participant pointed out that his firm would receive 
. useful information only if responses were accürate. In addition, immediately 
following the scenario and before the questions was an instruction sheet 
that directed respondents to describe what their firm would usually do, based 
on their experience in that firm. Therefore, they were not faced with a com- 
pletely hypothetical situation, but were asked to generalize from their ex- 
perience to the scenario setting. They also were told that ‘‘there are rio correct 
answers” and to ‘‘indicate how decisions are actually made in YOUR FIRM, 
not how you think they should be made.” As reported later, it also was 
possible to check the reliability of responses by determining the level of 
agreement among individuals in the same organization. ` 
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In another attempt to prevent bias, the degree of compreherisiveness at- 
tributed.to the scenario firm was written at an intermediate level. For ex- 
ample, the scenario stated that management considered using ‘‘outsiders”’ 
(e.g., from other firms, consultants, equipment manufacturers) to help deter- 
mine the cause of the problem, but decided against it. The subsequent ques- 
tion that tapped this measure allowed respondents to indicate that their 
firm would be more or less comprehensive than the one in the scenario. 
Other scenario information (e.g., number of employees involved, areas of 
expertise, analysis conducted) and questions were written similarly. Also, 
comments attributed to participants in the decision process were included 
to discourage a normative reaction from respondents. For example, in the 
decision integration portion of the scenario, an employee suggested that 
it was **cheaper, faster and more realistic to treat important decisions in- 
dividually rather than trying to make sure they fit into some written or un- 
written plan." 


Measures 


Measures of organization comprehensiveness, performance, and size were 
employed to test the hypothesis. In addition, several questions were included 
to assess the impact, of potential confounds. 

Comprehensiveness Scores. The comprehensiveness construct was 
measured by aggregating the responses of individuals in the same firm to 
produce an organization score on each of the 43 questions. Based on the 
outcome of several tests that are reported in the results section, three distinct 
kinds of comprehensiveness scores were used: (1) a firm score on each of 
the 43 questions (24 single-response and 19 multi-item) presented in the 
instrument, l 


ORGSCORE,; = Jp for single-item questions, or 
n | 
E LEX | 
ORGSCORE,- = for multiple-item (K) ques- 
n tions; j= respondents 


(2) a comprehensiveness score for each of the four steps of the theoretical 
model, 


Li ORGSCORE; 
m 


STEPSCORE; = ; m = questions in step 


and (3) a single score that represented the comprehensiveness of a firm's 
overall strategic decision process. 
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OVERALL = au —— 

Performance. Because organization performance is 4 complex variable © 
that can be measured many ways (Snow & Hrebiniak, 1980), the measures 
used in this study address only the firm’s most commonly acknowledged 
goal—economic performance. Two distinct measures of financial perfor- 
mance that reflect the strategic process literature’s frequent reference to 
- the importance of balancing ‘‘efficiency’’ and “‘effectiveness’’ were selected: 
(1) average after tax return on assets during the most recent five years and 
(2) percentage change in gross sales during the same period. Average return 
on assets was obtained as an indicator of how ‘‘efficient’’ firms were in 
managing their assets; change in gross sales was included as a measure of - 
‘‘effectiveness’’ because it provides an indication of long term viability. 
A 5-year average was used as the first measure to insure that it reflected 
sustained performance and was not a one-time aberration. 

Size. Several authors (Gilmore, 1971; Mintzberg, 1973; Lorarige & Van- 
. cil, 1976) have suggested that organization size can affect strategic deci- 
sion processes. Therefore, the impact of this variable had to be assessed 
" in testing the hypothesis. Because most measures of size tend to correlate, 
only one of the three advocated by Pugh, Hickson, Hinings, and Turner 
(1969) was used—number of full time employees. In addition to problems 
of correlated measures, other indicators were not used because most prob- 
lems of comparability had been overcome > by restricting the research toa 
single industry. _. 

Validity Checks. In an attempt to obtain multiple measures of the com- 
_prehensiveness construct and test the assumption that strategic process char- 
. acteristics are consistent across decisions, four summary ‘‘construct valid- 
ity" questions were included on the last page of the questionnaire. These . 
questions asked respondents to indicate **how comprehensive YOUR FIRM 
. usually is in making important decisions." For example, in the first ques- 
tion respondents were told that ‘‘a firm that is very comprehensive in deter- 
mining the cause of a major problem might form a group of several mem- 
bers, make extensive use of outsiders, conduct extensive analyses, allow 
unlimited expenses, involve people with diverse backgrounds, and consider 
all possible causes. On the other hand, a very noncomprehensive firm might 
rely on the ideas and experience of one or two employees.’’ Respondents 
were asked ‘‘which best describes YOUR FIRM?" and were offered an an- 
chored scale from **very comprehensive" (7) to “very noncomprehensive’’ 
(1). Similar questions were offered for each of the three remaining steps 
of the theoretical model, with the expectation that because the initial phras- 
ing (i.e., how comprehensive your firm usually is in making important deci- 
sions) implied consistency, its presence could be established by testing the 
relationship between responses to these questions mE the process as char- 
acterized i in the scenario-based questions. 
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Another potential problem with the method is that the problem portrayed 
in the scenario might not be strategic for all firms. If that were the case, 
a comparative analysis of responses would be misleading. Therefore, a sep- 
arate question was included on the last page of the questionnaire that asked 
respondents ‘‘how critical a problem would it be if your firm were unsuc- 
cessful in obtaining timber for two years?” and offered an anchored scale 
from ‘‘very critical" to ‘‘not critical at all." An additional confound could 
be differences in the amount of management experience in a firm, which 
would allow some to solve the scenario problem without having to employ 
a comprehensive process. To assess this possibility, the final question asked 
respondents to specify the number of years they had been employed i in their 
respective organizations. 


Research Results 
Aggregation Issues 


Aggregating individuals’ responses to an organization level would not 
be appropriate unless there was general agreement within firms. Therefore, 
an intercorrelation matrix was generated for each firm to determine the 
correlation between each pair of respondents on the 43 questionnaire items. 
In four firms, the response of one individual pulled the firm’s average below 
.50, so they were eliminated from the analysis. The authors suggest that 
such action was appropriate because of the need to insure that each firm’s 
decision process was described as consistently as possible. The average in- 
tercorrelation for firms ranged from .51 to .79, with a mean of .63, indi- 
cating a high level of agreement among respondents and providing sup- 
port for aggregating responses to produce an organization score on each 
of the 43 questions. 

Cronbach’s alpha was then computed for each of the 19 multi-item com- 
posites. The computed alphas ranged from .58 to .83, had a mean of .71, 
and in combination with the results of the previous paragraph suggested 
that the analysis could proceed to the organization level using the 24 single- 
response and 19 multi-item composites (Nunnally, 1967). In addition, Cron- 
bach’s alpha was computed for each of the four steps of the theoretical 
model using the 10 or 11 questions that pertained to the appropriate sec- 
tion of the scenario. This analysis yielded four alphas ranging from .79 
to .85, justifying the use of a composite measure of comprehensiveness for 
each firm on each of the four steps. Finally, an analysis of the four step 
composites produced an alpha of .96 and suggested that a single overall 
measure also could be used. 


Validity Checks 


To determine whether the assumption of consistency across strategic deci- 
sions was valid, and because only one scenario decision was used, the 
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relationship between the step composites and the four previously discussed 
construct validity questions was assessed. Responses to the construct valid- 
ity questions exhibited high correlations with the composites for the situa- 
tion diagnosis (V= 27, r= .66, p=.000), alternative generation (N — 27, 
r= .82, p= .000), alternative evaluation (N = 27, r= .79, p= .000), and deci- 
sion integration (V=27, r=.80, p= .000) portions of the questionnaire. 
Similarly, when an overall measure of comprehensiveness is computed as 
the mean of the four construct validity questions, it exhibits a strong rela- 
tionship (N= 27, r= .85, p = .000) with the overall measure developed from 
the scenario-based questions. These results suggest that strategic process 
characteristics such as comprehensiveness tend to be consistent across deci- 
sions and that the profiles developed in response to the scenario were rep- 
resentative of firms’ strategic decision processes. 

With regard to other potential confounds, results from two questions 
referred to earlier suggest that they were not a factor. For example, when 
asked to indicate how critical the scenario situation would be for their firm, 
respondents’ mean response was 6.18 (maximum = 7) and had no signifi- 
cant relationship with any of the comprehensiveness measures for the four 
steps of the theoretical model, or the overall measure (V=27, r=.17, 
p= .384). Similarly, accumulated experience was not a factor. The mean 
tenure in each firm exceeded 18 years and exhibited no significant relation- 
ship with any of the step composites, or the overall measure of compre- 
hensiveness (N= 27, r  —.09, p=.666). Therefore, the hypothesis can be 
tested without concern for the most logical confounds. 


Hypothesis Testing 


To test the hypothesis that ‘‘there will be a negative relationship between 
comprehensiveness and performance in an unstable environment,” partial 
correlations were computed between the 48 measures of comprehensive- 
ness and two measures of organization performance—average after tax re- 
turn on assets for a five year period, and change in gross sales for the same 
period. The effect of size was partialled out. As shown in Table 4, the as- 
sociation between average return on.assets is strong and consistent, with 
15 measures significant at the .05 level or better, and 12 at the .10 level 
using a one-tailed test. However, the most revealing finding is that all mea- 
sures exhibit a negative relationship with the performance measure that was 
designed to assess management's ‘‘efficiency.’’ This includes the composite 
measures for each of the four steps and the single overall measure of com- 
prehensiveness (N — 23, r=-.42, p « .05). 

As Table 5 illustrates, the relationship between comprehensiveness and 
change in gross sales is similar to that. discussed above, though not quite 
as strong. Correlating with the sales figure at the .05 level or better were 
14 measures; 6 were significant at the .10 level when size was held con- 
stant. Among the more important revelations from this analysis is that 19 of 
20 significantly correlated measures again exhibited a negative relationship, 
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including the overall measure (Nz27,r- -.27, p<.10). Therefore, the rela- 
^ tionships reported between the comprehensiveness of strategic decision pro- 
cesses and retürn.ón assets and growth in sales clearly support the hypoth- 
esis in an unstable environment; This conclusion is particularly important. 
because the two performance measures exhibited no ew relation- 
: ship Us 23, r=-.02, p= 467) with one another. 


Discussion 
Conctusion 


Comiprehensiveness i is a major characteristic of rational models of strategy 
formulation, and in this research it exhibited a consistently negative rela- 
tionship with performance. Therefore, the reported results provide intro- 
ductory evidence that strategic decision processes that are based on rational 
models are not appropriate for some environments. This conclusion must 
be qualified subject to several limitations discussed later, but the authors 
suggest that the findings are not coincidental. The literature (Anderson & 
Paine, 1975; Mintzberg, 1973; Nutt, 1976) suggests a negative relationship 


..' between the construct and performance in an unstable environment, and 


the researched industry was identified on multiple objective measures as 
having such an environment (Dess, 1980). , 

In addition, the. evidence suggests that the comprehensiveness construct . 
was adequately measured, particularly for an initial investigation. The re- 
ported alphas indicate convergence, there was a high level of interfirm agree- 
ment, and there was a strong relationship between the summary construct 
validity questions and the profiles developed from the scenario-based ques- : 
. tions. Moreover, there was variation across firms. Therefore, the instru- - 

ment exhibited a high level of convergent validity in measuring compre- 
' hensiveness and appears to have discouraged the most likely normative 
response. | 


| Limitations. | 


In spite of the evidence that supports the above aonan, the study 
has clear limitations. An example is the issue of causality. It is entirely | pos- . 
sible that the performance/comprehensiveness relationship occurs in that. 
-order—increased or decreased performance leads a firm to be more or less 
comprehensive in strategic decision making. Regarding a positive relation- 
ship, it has been argued that higher performing firms have the slack re- 
sources needed to absorb the cost of comprehensive decision making (Cyert 
& March, 1963; Litschert & Bonham, 1978). In contrast, it has been spec- 
ulated (Cyert & March, 1963) that as performance decreases, pressures for 
. change intensify and management tries to do a ‘‘better’’ job. This oen 
means attempting. to make decisions more comprehensively. 
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An equally important limitation of the reported results pertains to their 
external validity. It is not clear what decision situations and environments 
are similar to the ones used in this research. Regarding decision situations, 
the present study employed a single decision scenario because of the response 
time required (an average of over 45 minutes), and based on the assump- 
tion that the characteristics of strategic decision processes (e.g., compre- 
hensiveness), as patterns of organization behavior, tend to be consistent 
across decisions that are perceived as being clearly strategic. However, an 
organization’s strategy reflects the impact of countless strategic decisions 
that are made over a period of years; it is the product of many decisions. 
Therefore, even though the previously reported findings suggest that strategic 
process characteristics are indeed consistent across decisions, evidence based 
on multiple decisions would be more convincing. Similarly, though strategic 
decision processes become patterns of behavior, they are subject to change 
(Perrow, 1961). | 

With regard to the other external validity issue, the environment, one 
would expect that industries with equally unstable environments also would 
exhibit a negative relationship between comprehensiveness and performance. 
Moreover, because a positive relationship was hypothesized for a stable 
environment, the first author is conducting an extension of this research 
with approximately 40 manufacturers of paint and coatings, an industry 
whose environment is very stable. However, it is important to recognize 
that any comparison of industries on the relative stability of their environ- 
ments may be misleading. For example, two industry environments may 
be similarly stable or unstable on multiple objective measures, but the im- 
pact of individual variables may differ greatly by industry. Similarly, a given 
level of stability may have significantly different consequences in different 
industries. - 

In spite of the above limitations, the evidence presented questions the 
desirability of comprehensiveness in strategic decision making. It remains 
for future research to assess the generalizability of these findings to other 
settings and situations. 
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Research Notes 


.ATTRIBUTIONAL INFLUENCES ON 
THE JOB PERFORMANCE-JOB SATISFACTION RELATIONSHIP - 


DWIGHT R. NORRIS 
ROBERT E. NIEBUHR 
Auburn University 


The relationship between job performance and job satisfaction has been 
the focus of numerous studies for more than five decades. One of the pri- 
mary conclusions that can be drawn from this body of research is that job 
performance- job satisfaction relationships are complex (Jacobs & Soloman, 
1977). Accordingly, more recent studies have focused on specific condi- 
tions under which these two variables relate (Abdel-Halim, 1980; Fisher, 
1980; Inkson, 1978). The general theory of locus of control through causal 
attributions offers plausible conditions under which performance and sat- 
isfaction may or may not be correlated and provides an area of research 
interest that has not been examined in an organizational setting. _ 

Locus of control is a basic personality dimension characterized by the 
" generalized tendency to attribute cause or control of events to internal (i.e., 
ability, effort) or external (i.e., luck, task difficulty) causes (Rotter, 1966). 
To the extent that internality-externality represents a generalized tenden- 
cy, internals may be expected to attribute job success to internal causes, 
and externals to external causes. Research by Weiner and his associates 
(Weiner, 1972; Weiner, Russell, & Lerman, 1978) suggests that job-relevant 
achievement affect is mediated by performance attributions. Evidence in- 
.dicates that persons who attribute their performance to internal rather than 
external causes experience a heightened level of achievement affect (Adler, 

1980; Spector, 1982). 

Job satisfaction represents one important type of achievement affect. ` 
Intuitively, one would expect higher levels of job performance to be asso- 
ciated with higher levels of job satisfaction, but these variables do not con- 
sistently correlate (Schwab & Cummings, 1970; Vroom, 1964). Perhaps the 
. level of job performance is not the important factor determining affective 
reactions. What may be more important in establishing a job perfor-. 
mance-job satisfaction relationship are.the causes to which successful job 
performance is attributed. As research has suggested, if performance is at- 
tributed to internal causes, resulting job satisfaction (an achievement af- 
fect) may be higher than for subjects who attribute job success to external 
causes (Porac, Nottenburg, & Eggert, 1981). By assigning internal causes 
to job performance, the individual takes personal credit for job success 


424 
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and personal responsibility for future job performance. Such attributions 
may foster a more positive affective reaction to the job as the individual 
experiences a greater sense of control over job outcomes. 

The purpose of this study is to examine the moderating influences of 
locus of control on the performance-satisfaction relationship. Locus of con- 
trol is expected to moderate this relationship because of the generalized 
tendency of internals to attribute job success to internal causes. It is hy- 
pothesized that the relationship between performance and satisfaction will 
be stronger for those persons who.tend to attribute cause or control to in- 
ternal factors as opposed to external factors. 


Method 


Subjects. The sample was comprised of 116 respondents (106 were male) 
at a medium sized industrial company employing almost 1,300 workers. 
The study was conducted with only the technical employees in the engineer- 
ing department of the organization. The department employed 253 technical 
personnel. A total of 130 questionnaires were returned and, of these, 116 
provided usable data (46 percent response rate). The mean age of the sam- 
ple was 34, and the average length of service was 6 years. Length of service 
ranged from less than 1 year to more than 23 years. Of the respondents, 
91 percent reported a college background. 

Measures. Job satisfaction: The scale used to measure satisfaction was 
the Job Description Index (JDI) (Smith, Kendall, & Hulin, 1969), which 
provides five subscales of job satsifaction: work, supervision, pay, pro- 
motion, and co-workers. The pay and promotion scales were doubled (per 
Smith et al.) to provide fairly equal point and range scores. The subscales 
then were summed to obtain an overall measure of job satisfaction. Kuder- 
Richardson internal consistency coefficient for the total scale was .92, with 
subscale coefficients ranging from .82 to .92. 

Job performance: Independent supervisory rankings were used to eval- 
uate individual performance. In all, 52 immediate supervisors provided per- 
formance rankings for each of the 253 employees in the engineering de- 
partment. Supervisors were asked to rank their group members on the basis 
of overall performance, with the best performer given a ‘‘1,’’ the next best 

a ‘“‘2,” and so on. Performance ranks received by the 116 subjects in the 
aide were used as the performance measure. 

Locus of control: Rotter’s (1966) locus of control instrument was used 
to determine the internal/external control tendencies of each subject. The 
scale is well-documented with respect to both validity and reliability (Robin- 
son & Shaver, 1976). Kuder-Richardson internal consistency coefficient of 
the scale for this study was .83. 


4 


Results 


Pearson product-moment correlations between the study variables to- 
gether with means and standard deviations reported separately for internals, 
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externals, and all diis combined. are —Á in Table 1. ee are 
subjects with locus of control scores at or below the median (median 
.= 29.80). Each satisfaction subscale was significantly related to every other 
‘subscale and to thé summation. measures of overall satisfaction. 

Locus of control is not related to performance or to any of the satisfac- 
"tion measures. With the exception of the correlation between performance 
and satisfaction with promotion, the nonsignificant relationships among 


. . thesatisfaction measures. (dependent variables), performance (independent 


variable), and locus of control (moderating variable) permit a more reliable 
interpretation of the. relative importance of the partial regression coeffi- 
cients in moderated regression analysis and lessens the concern for arti- 
factual results attributable to problems of multicollinearity (Kerlinger.& 
Pedhazur, 1973). l 

Results of the moderated regression analysis are predated in Table 2. 
Zedeck (1971) recommends that examinations of potential moderator vari- 
ables include an assessment of their contribution as independent predictor 
variables in the course of regression analysis. Locüs of control was exam- 
ined first as an independent predictor of job satisfaction. Results indicated 
that locus of control did not significantly predict-any of the job satisfac- 
tion measures. (F values for locus.of control as an independent predictor 
were: Overall satisfaction, F= .42; satisfaction with work, F= 1.03; satis- 
faction with supervision, F= .68; ‘satisfaction with pay, F= .57; satisfac- 
tion with promotion, . F= 45; satisfaction: with co-workers, F-.37; 
i cH F ' [cs 


mt  Table2 ^ - U 
Results of Moderated Tae d for Satisfaction Measiires, 
Job Performance, and Locus of Control’ | 











Satisfaction Measure x areas 4 : 

(Dependent Variable) rali I R R° . AR F 
Job satisfaction-overall - |. PLC 1122 - 015 
Job satisfaction—overall . P.LC, PxLC.- .4298 | .088 074 9.02* 
Satisfaction with pay - PLC. 138 .. 019 . : A 
Satisfaction with pay — ' P,LC, PXLC .291 . 085 . .066 7.97* 
Satisfaction with promotion... ` P,LC - 7 6. .031. "m ; 
Satisfaction with promotion . P,LC, PxLC - .348 3 21. 090 11.41* 
Satisfaction with work e 2° PEG 9 100. .010 E 
Satisfaction with work . + , P,LC, PxLC .108. ` .012 ” 002 |^ 17 
Satisfaction with. supervision P,LC , «083 20907 .... l i 
Satisfaction with supervision’ `- P,LC, PxLC 359 025: .018 .. 2.09 
Satisfaction with co-workers PIC, |. .059 :.004 l 
Satisfaction Nim co-workers | P,LC, PXxLC .100 .010 : 007 . 75 

adf — 1,111. Ü Lm 

bP = job, performance, 1e- E of control. 

*ps.01 . f 


For the moderated regression MS the hierarchical inclusion method 
was used for decomposition of the explained sum of squares into compo- 
-nents attributable to each indeperident variable and the interaction term. 
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Performance was entered into the regression analysis first, followed by locus 
of control, and then the interaction term (job performance x locus of con- 
trol). The F test for the partial regression coefficient associated with the 
interaction term indicates the significance of the incremental contribution 
of this term to the explained variance in the dependent variable after the 
effects of all other independent variables have been removed. 

The interaction of job performance and locus of control added signifi- 
cantly to the explained variances in overall satisfaction, satisfaction with 
pay, and satisfaction with promotion apart from the variance explained 
by performance and locus of control. Incremental variances in satisfac- 
tion with work, satisfaction with supervision, and satisfaction with co- 
workers because of the interaction term were not significant. The results 
indicate that locus of control operates as a significant moderator of the 
performance-satisfaction relationship. 

Locke, Mento, and Katcher (1978) have shown that differential validity 
can result from variations among subgroups in degree of homogeneity with 
respect to a predictor or criterion variable. They found that ability predicted 
performance better within groups that were homogeneous in terms of mo- 
tivation than within groups that were heterogeneous in this respect. To ex- 
amine this explanation of moderating effects in the present study, Cochran's 
C statistic was used to test for homogeneity of variance in both satisfac- 
tion and performance for internals and externals (Winer, 1971). The re- 
sults indicated that no significant differences existed in variance of satisfac- 
tion or performance scores between internal and external groups. (Overall 
satisfaction C= .5927; satisfaction with pay, C —.5436; satisfaction with 
promotion, C= .6074; p .05.) Differences in homogeneity of satisfaction 
and performance scores within internal and external subgroups do not ap- 
pear to be a plausible explanation for the moderating effects of locus of 
control. 

To assess further the moderating effects of locus of control, significant 
interactions were analyzed graphically in Figure 1. Internals and externals 
were determined by a median split on locus of control. Within each sub- 
group, multiple regression equations were computed as indicated above with 
locus of control and the interaction term removed. Following Hunt, Os- 
born, and Larson (1975), values of job performance + one standard devia- 
tion from the overall mean performance score were substituted into each 
subgroup regression equation and the results plotted for visual assessment 
of the significant interactions. 

For overall satisfaction, satisfaction with pay, and satisfaction with pro- 
motion, the performance-locus of control interaction is disordinal (i.e., 
the regression lines cross) over the relevant ranges of performance scores. 
In general, the relationship between job performance and these three sat- 
isfaction measures is positive and significant for internals. For externals, 
these same relationships are slightly negative and nonsignificant. The pat- 
tern of these three interactions is remarkedly similar. 
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| Figure 1 
Significant Interaction Effects of Locus of Control 
on Job Satisfaction Overall, Satisfaction with Pay, 
and Satisfaction with Promotion 
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Discussion 


The results of this study indicate that a significantly stronger relation- 
ship occurred between performance and satisfaction for individuals with 
internal orientations. Although levels of job performance (and job satis- 
faction) were relatively constant between internals and externals, the rela- 
tionship between performance and satisfaction was significantly different 
for persons with greater internal orientations. The results tend to support 
. the hypothesis that persons who attribute outcomes to internal causes tend 
to experience heightened affective reactions (Weiner, 1972). 

In addition to overall satisfaction, locus of control moderated the rela- 
tionship between performance and satisfaction with pay and satisfaction 
with promotion. This may be because pay and promotion often represent 
direct rewards for successful job performance, unlike satisfaction with work, 
supervision, and co-workers. Internals, who tend to take personal credit 
for job success, are more likely to be alert to those aspects of their envi- 
ronments, such as pay or promotion, that provide useful information about 
future behavior (Rotter, 1966). As Spector (1982) suggests, if rewards follow 
performance, internals are likely to be more satisfied. Results from this 
study tend to support this conclusion. 
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Interpretations of the results of this study are subject to certain limita- 
tions. Though locus of control represents a general tendency to make in- 
ternal attributions, it does not comprise a direct measure of job success 
attribution. The assumption that internals in the study internalized cause 
or control of job success, though plausible, is not tested in this study. Fur- 
ther research testing moderating influences of locus of control should ex- 
amine directly the causes to which job success is attributed. 

In addition to theoretical aspects of these findings, certain practical im- 
plications are suggested. Careful attention to individual differences is in 
order when providing feedback on job performance. For internals, feed- 
back based on changing subordinates’ behavior through individual motiva- 
tion processes and training programs may be most appropriate. For exter- 
nals, the leader might direct his responses to changing the task or situation— 
for example, providing better information, changing organizational policies, 
providing more help and resources. For the external, the focus of the leader 
possibly should emphasize more control of the environment rather than 
direct, internal motivation of the individual. 
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AGE STEREOTYPES AS A.FUNCTION OF RACE 


E JAMES C. CREW 
North HO Central University 


Much attention has been given in rhe past toi: issues regarding the stereo- 
typing of women and minorities. Mote recently, attention has been turned 
to a related issue—that of age stereotypes. O'Connell and Rotter (1979) 
found that males up to age 75 were perceived as more effective and auton- 
omous than females. They also reported that female respondents evaluate 
males and females with increasing age similarly, but males evaluate males 
with increasing age more positively. | 

Other research has been reported on age stereotyping as it relates to the 


work environment and management practices. These studies specifically 


evaluated attitudes toward the older worker and various personnel deci- 
sions affected by them. Rosen and Jerdee (1976a) have demonstrated that 
stereotypical attitudes are held with regard to the older worker in the areas 
of performance capacity, potential for development, and stability, but not | 


for interpersonal skills. A second study by Rosen and Jerdee (1976b) fur- 


ther indicated that age prejudices do influence behavior. They found that 
age discrimination occurred in a variety of business decisions made by sub- 
jects simulating management decision making using an in-basket technique. . 
A third study, by Rosen, Jerdee, and Lunn (1981), attempted to see if age 
discrimination occurred relative to retirement decisions when employee per- 
formance was considered. This study showéd that when work performance 
was equal, older persons received less favorable treatment with regard to 
retirement decisions. High performers were judged to be fit to continue 
their employment, regardless of age. In a fourth study, Rosen and Jerdee 
(i 979) again reported significant age effects in simulated management deci- 
sions concerning employee retirement, this time controlling for job status, 
which m no significant effects. 
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In contrast to the O'Connell and Rotter study, the Rosen and Jerdee 
findings (1976a, 1976b) indicate mixed rater gender effects with respect to 
attitudes toward age. The future female manager (as represented by cur- 
rent business students used as subjects in the studies) is just as likely to 
hold stereotyped attitudes based on age as is her male counterpart in the 
areas of performance capacity and potential for development, but not for 
stability and interpersonal skills. Females were found equally likely to dis- 
criminate against the older worker in simulated management decisions. 

It is noted that none of these studies considered the effects of rater race 
on age stereotyped attitudes, although they all considered rater sex and age 
effects. As minority participation in the management profession increases, 
it is important to learn whether research findings based in many cases on 
entirely white samples generalize to blacks. Research such as that cited above 
needs to be expanded to include data on race. Will the black manager follow 
the pattern of the emerging female manager, whose attitudes toward the 
aged in turn appear to mimic her male colleague? Will the attitudes of blacks 
towards the older worker also be a negative influence in managerial deci- 
sion making with regard to the older worker? Will the emerging black man- 
agement. professional continue or break this pattern? To find answers to 
this question the first study conducted by Rosen and Jerdee was replicated. 
This time a sample of black and white as well as male and female students 
was used. Other than this change, the study was identical to the original 
one. The objective of the study was to determine if rater race affects atti- 
tudes toward the older worker on the four work-related dimensions—per- 
formance capacity, potential for development, stability, and interpersonal 
skills. 


Method 


The 65 items classified into the four work-related dimensions reported 
by Rosen and Jerdee (1976a) were arranged in bipolar form. A 10-point 
scale, anchored at zero with the response “not at all accurate" and at 9 
with the response ‘‘very accurate,’’ was utilized as was done in the original 
study. The subjects rated both a 30-year-old man and a 60-year-old man 
on each of the 65 items, as was done in the original study. 


Subjects and Procedure 


Completing the questionnaire were 125 respondents, including 51 under- 
graduate business students attending predominantly-white North Carolina 
State University and 74 black undergraduate business students attending 
predominantly-black North Carolina Central University. There were 58 
females and 67 males in the sample. The mean age was 21.1, and the stan- 
dard deviation was 2.2. 

Participants were informed (as they were in the original study) that the 
purpose of the questionnaire was to obtain information on how people 
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perceive adult males in different age categories. The subjects were told that 
there were no correct or incorrect answers, and they were encouraged to 
give their own honest and frank opinions. 

The academic major of all 51 white undergraduate one EE was 
accounting. Of the 74 black undergraduate business students, 39 listed their 
. major as accounting. The other 35 had chosen more general areas of con- 
^ centration, such as marketing, management, or finance. No significant dif- 
ferences were found on any of the four work-related dimensions between 
accounting and nonaccounting majors within the black student group. 
Therefore, the two groups of black students were combined for the pur- 
pose. of further ana yS: | 

Mean aunas of the 30-year-old man and the 60-year-old. man are given 
in Table 1 for black and white students. A visual inspection of these means 
Shows that the black students always rated the 60-year-old worker lower 


^ on all dimensions than did the white students. The black students also rated 


the 30-year-old man higher than did the white respondents in three of the 
four- dimensions, with stability being the only exception. Thus, the race 
differences may be due to the black students’ giving higher ratings to young 
men and lower ratings to older men. Or, stated another way, the race dif- 
ferences may be due to white students’ | giving lower anes to younger men 
and nene ratings to older men; TP 


6*4 








"o "Table = —— | 
Mean Ratings of 30-Year-Old Man and 60-Year-Old Man* 
Scale - . J0-Year-Oid. 60-Year-Old . t 30-Year-Old | 60-Year-Ola 1 
Performance s ogy E Due 8 NN 2 | mi 
.. 6.80 (6.30) -5.03 (4.94)  13.80** : 7.02 4.60 —  17.17** 
Potential for go cedente e Ae 
' development 6.54 (6.29) 4.40 (4.56) 18.30** |. 6.64 4.08 18.31** 
Stability ` 5.24 (5.05) 6.27 (5.79) --9.09** 5.12- :5.88 -5.85** 
rone 2 
4.80 (4. 94) 5.40 (5 02) . -4.53** | 5.00 5,10 -,97 
Dr a Rosen and Jerdee (19762) sudy are shown in parentheses. - 
p«. 
**p«,.01 


— Table 2 hans differences i in average bmg byi age.for black and white 
respondents in three of the four categories. Differences between black stu- 
dent ratings of younger and older men are significantly greater than dif- 
ferences in white student ratings for the dimensions of performance capacity 
and potential for development; the difference between white student ratings 
of interpersonal skills of younger and older nien is significantly greater than 
the difference between. black student ratings. The magnitude of age related 
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Table 2 
Mean Difference of Ratings for 30-Year-Old Man and 
60-Year-Old Man for Black and White Students 


Black White 
Scale D D t 
Performance capacity 2.42 1.77 3.42** 
Potential for development 2.56 2.14 Zar" 
Stability -.76 -1.03 1.52 
Interpersonal skills -.10 -.60 2.69** 
*p«.05 
**p« .01 


differences varies among dimensions similarly for white and black students; 
age differences are greatest for potential for development, followed by per- 
formance capacity, stability, and interpersonal skills. 


Discussion 


The results of this study, a replication of Rosen and Jerdee's (19762) 
findings on age stereotypes, can serve to illustrate again that care must be 
exercised in making judgments about workers on the basis of age. A new 
finding indicates that black students also hold age stereotypes and these 
stereotypes are somewhat more extreme than those held by white students. 

One potential explanation of the difference between the black and white 
stereotypes may be a scholastic achievement factor. The mission of the tra- 
ditionally black university mandates service to students less well prepared, 
and in the present study the comparisons across race may be biased by prior 
academic education. Another possible explanation could be differences in 
how work itself (and, hence, the typical worker visualized in the question- 
naire) is viewed. For example, if the black respondents visualized a worker 
performing physically demanding work and the white respondents visualized 
a worker performing, say, clerical work, the differences may reflect dif- 
ferences in expected job requirements rather than age biases. Vinson and 
Holloway (1977) indicate that blacks and whites do view their work envi- 
ronments differently. 

There is little in the literature that can help provide insight into these 
differences. One study, conducted by Schmitt and Lappin (1980), found 
that both blacks and whites favored their own racial groups when making 
performance evaluations of subjects shelving books, a situation in which 
actual performance was controlled. The black biases were more pronounced 
than the white biases. 

The results of this study partially confirm the generalizability of age stereo- 
types from whites to blacks, and they also demonstrate differences between 
whites and blacks. It is important to consider whether or not findings of 
other research with white samples can be generalized to black samples. As 
blacks move into managerial positions, it is important to know the extent 
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to which they share stereotypes and stereotypical behavior with white 
managers. 
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The Compreh ensiveness of 
Strategic Decision Processes: 
. Extension, Observations, 
Future Directions! 


J AMES W. FREDRICKSON 
Columbia University 


A recent study in an industry with an unstable environ- 
ment (Fredrickson & Mitchell, 1984) reported a negative 
relationship between comprehensiveness (a measure of ra- 
tionality) and organization performance. An extension 
of that study establishes a positive relationship between 
comprehensiveness and performance in a stable environ- 
ment. i 


The value of using a.‘‘comprehensive’’ process to make and integrate 
strategic decisions has been debated for years. Fredrickson and Mitchell 
(1984) recently argued that comprehensiveness is a measure of rationality. 
They defined it as the extent to which organizations attempt to be exhaustive 
or inclusive in making and integrating strategic decisions. In addition, they 
hypothesized a negative relationship between the construct and performance 
for an industry with an unstable environment, and used written stimulus 
materials to establish that relationship in a sample of forest products firms. 
They also predicted a positive relationship in a stable environment. 

This paper reports the results of a study that extended the previous work 
by testing for the hypothesized positive relationship between comprehen- 
siveness and performance in an industry with a stable environment. It used - 
the same method and measures as the initial study. 'The conclusions of the 
combined studies are discussed also, and observations are provided regard- 
ing the theory, method, and construct. 


Capsulizing the Theory 
Organization Strategy 


An organization's strategy determines the extent of match or alignment 
between its external environment and its internal structure and processes 


‘The author or gratefully acknow Sistas fisaidia support froh die Graduate Scots of Busen of 
the University o Pittsburgh and Columbia University in conducting this research. Donald C. Ham- 
brick provided valuable comments on an earlier version of this manuscript. - 
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(Galbraith & Nathanson, 1978; Jemison, 1981; Miles & Snow, 1978). A 
majority of contributors on the topic of strategy formulation have argued 
that this match is best achieved by using a formal planning process, which 
has resulted in organization strategy usually being thought of as a consciously 
integrated ‘‘plan’’ (Andrews, 1971; Chandler, 1962). However, other con- 
tributors have suggested that a firm’ s strategy is more likely the result of 
many strategic decisions that have been made, one at a time, over a period 
of years (Mintzberg, 1978; Quinn, 1980; Uyterhoeven, Ackerman, & Rosen- 
blum, 1977). Based on this perspective, Fredrickson and Mitchell (1984) 
emphasized that strategy formulation is a decision making process, and 
they suggested that investigators should study how organizations make in- 
dividual (i.e., single) strategic decisions and whether they attempt to inte- 
grate those decisions into some overall strategy. 

In the decision-based perspective suggested above, the strategic process 
is an organization-level phenomenon. It is characterized as a pattern of be- . 
havior that develops in an organization (Weick, 1979) and that is apparent 
to its executive-level personnel. Therefore, it is similar to what Barnard 
(1938) previously described as an organization's ‘‘technique of decision." 
Most importantly, evidence from the initial study supports the view that 
as a pattern of behavior, the characteristics of a firm's strategic process 
tend to be consistent across decisions that are perceived as being clearly 
strategic. This consistency makes it possible to study the most critical stra- 
tegic process issues, such as comprehensiveness, without having to consider 
an endless number of decisions at any point in time. 


Comprehensiveness: A Critical Issue 


Two types of modal: are the most common in the strategy formulation 
literature. The dominant “‘synoptic’’ type is based on a rational model of 
decision making; the ‘‘incremental’’ alternative purports to provide a more 
- accurate description of how organizations actually make strategic decisions. 
A comparison of these two approaches. (Fredrickson & Mitchell, 1984) sug- 
gested that they differ on at least six major characteristics: (1) what initiates 
the process, (2) the role of goals, (3) the relationship between means and 
ends, (4) the concept of choice, (5) how comprehensive organizations are 
in making individual strategic decisions, and (6) how comprehensive they 
are in integrating those decisions into an overall strategy. Each of these 
differences provides an opportunity to answer important questions, but the 
*comprehensiveness" characteristics appear to be the most important. 

The most fundamental feature of synoptic strategy formulation models 
is the emphasis placed on being ‘‘comprehensive’’ in making individual stra- 
tegic decisions (i.e., analytic comprehensiveness) and integrating those de- 
cisions into an overall strategy (i.e., integrative comprehensiveness). For 
example, proponents of synoptic models (Andrews, 1971; Grant & King, 
1982; Hofer & Schendel, 1978; Thompson & Strickland, 1981) argue that 
strategic decision making should be exhaustive or inclusive in a variety of 
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decision activities (e.g., establishing goals, scanning the environment, assess- 
. ing internal capabilities). Therefore, in the earlier study this construct was 
defined as follows—the extent to which an organization attempts to be ex- 
haustive or inclusive in making and integrating strategic decisions. 

In contrast to the above argument, authors in several fields have ques- 
tioned the reality and advisability of. using a comprehensive process. For 
. example, individuals’ cognitive limitations have been cited as an explana- 
tion of why organizations establish ‘‘bounds of rationality” (March & 
Simon, 1958) that result in ‘‘satisficing’’ choices (Cyert & March, 1963). 
Similarly, it has been argued that suggestions to be comprehensive ignore 
the costs of obtaining the necessary information and delay an organiza- 
tion's response time (Braybrooke & Lindblom, 1970). In addition to ob- 
stacles to being comprehensive in making individual strategic decisions (i.e., 
achieving analytic comprehensiveness), there also are problems to overcome 
in trying to integrate those decisions into a consistent whole (i.e., achiev- 
ing integrative comprehensiveness). Quinn (1980) has summarized this issue 
. by suggesting that it is impossible for a manager to orchestrate external 
events, internal decisions, needed information, and so on effectively so that 
they all come together at a desired moment. However, still other contributors 
have argued that the appropriateness of — decision processes 
depends on the setting. 


Hypothesis 


Uncertainty is the difference between the information needed to perform 
a task and the information available (Galbraith, 1973). Therefore, Thomp- 
son (1967) has argued that because organizations are expected to act ra- 
tionally, the environment is a major source of uncertainty and is a threat 
to rationality. With regard to organization decision making, several authors 
(Aldrich, 1979; Nutt, 1976; Thompson, 1967) suggest that the environment 
becomes a problem if critical decision variables are not apparent or, more 
importantly, when it is difficult to develop an understanding of cause and 
effect relationships among those variables. Therefore, though environments 
. have been characterized on a variety of dimensions, the degree of stability 
is the one most often identified as affecting organization decision making 
(Duncan, 1972). 

A stable environment increases the likelihood that critical decision vari- 
ables can be identified and allows theory to be developed regarding the re- 
lationships among those variables and the organization. In contrast, an un- 
stable environment makes it difficult to achieve the high level of certainty 
sought by rational models. This argument has been noted by contributors 
to the strategy formulation literature (Anderson & Paine, 1975; Mintzberg, 
1973; Nutt, 1976), who suggest that synoptic processes, which are based 
on a rational model, are appropriate for organizations in stable environments 
but incremental processes should be used in unstable environments. Be- 
cause comprehensiveness is a major feature of synoptic models, these authors 
similarly would suggest that comprehensive processes are appropriate for 
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stable environments but not for unstable. Implied in this view is the assump- 
tion that a comprehensive decision process will result in superior perfor- 
mance in an environment that can be well understood. A noncomprehen- 
sive process, with its speed and flexibility, will have a similar effect in an 
unstable environment. The resulting hypothesis is-as follows: 
— There will be a negative relationship between the comprehensive- 
ness of strategic decision processes and performance in an unstable 
environment. A positive relationship would be expected in a stable en- 
vironment. 


Theoretical Model 


To aid in studying the comprehensiveness of strategic decision processes, 
a four-step model was again employed. Analytic comprehensiveness, which 
is concerned with the construct as it appears in the process of making a 
single strategic decision, was divided into three steps: situation diagnosis, 
alternative generation, and alternative evaluation. One final step—decision 
integration—was added to accommodate integrative compréhensiveness, 
which is concerned with how comprehensively individual decisions are in- 
tegrated into any overall strategy that might exist. Therefore, organizations 
can vary the comprehensiveness of their strategic decision processes in each 
of the four steps. 


Research Method 
0 er vie " | 


The same method and measures employed earlier by Fredrickson and 
. Mitchell (1984) were used with 152 executives from 38 firms in an industry 
with a stable environment. Structured interviews were conducted with the 
CEO of each firm and provided the basis for a written decision scenario 
that described an organization that was attempting to solve a major prob- 
lem. The scenario provided.a detailed description of what the organiza- 

tion did in diagnosing the situation, generating alternatives, evaluating al- 
ternatives, and integrating the decision into an overall strategy (i.e., the 
four steps of the model). Participants read the scenario and responded to 
a series of questionnaire items to describe the decision process their firm 
would use if it faced the same problem. Questions were designed to assess 
the comprehensiveness construct. Responses then were aggregated within 
firms, and relationships with the organization’ 8 peor were investi- 
gated, controlling for organization size. | " 


Sample 


The purpose of this study was to extend the earlier work by testing for 
a positive relationship between comprehensiveness and performance in an 
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industry with a stable environment. Therefore, Standard Industrial Clas- 
-sification 2851— paint and coatings—-was selected as the focal industry. The 
paint and coatings industry is well known for its lack of sales growth and 
modest technological change, and Dess (1980) recently identified it as the 
most stable of 52 randomly selected industries. In that study factor analytic 
techniques were used, and change in industry sales, cost/price margin, and 
value-added loaded most heavily on the stability dimension. 

A review of Dun and Bradstreet’s (1981) Million Dollar Directory iden- 
tified numerous firms whose sole or first classification was 2851. Because 
of the need for personal interviews, 51 firms in the eastern and central United 
States were contacted; 45, 88 percent, expressed an interest in participating. 
Those not interested included three larger firms (more than 500 employees), 
two of which had recently been reorganized, and an equal number of small 
firms. Because the average organization in this industry is quite small (65 
percent have less than 20 employees), the larger ones appear to have been 
less likely to participate. The firms that participated i in the first phase of 
the two-phase study were headquartered in Illinois, Indiana, Maryland, 
Ohio, Pennsylvania, nórthern Kentucky, and western New York. 


Structured Interviews 


Structured interviews were conducted’ with the chief executive officer or 
executive vice president of each firm to identify the major problems facing 
the industry and to discuss a major decision recently made in the firm. Re- 
garding the decision, the interviewee was asked to describe specific actions 
(e.g., kinds of analyses) that took place in the four steps of the theoretical 
model. He also was presented with a list of important decisions (e.g., add 
a product line, build a new plant) and asked to identify the managers who 
normally would be involved in making them. However, three firms would 
not participate beyond the interviews, and four were eliminated because 
their dominant business was not 2851. As illustrated in Table 1, 164 execu- 
tives in 38 firms were ultimately identified to participate in the second and 
. final phase of the study. 


Scenario and CODIeNCUM TERM Questions 


Information obtained in the interviews was T to develop a 5 pape 
(single-spaced) ‘‘decision scenario"' that depicted a hypothetical paint and 
coatings manufacturer faced with a major problem—a 16 percent decline 
in sales in 11 months. The scenario described how management concluded 
that its increasing manufacturing costs, at a time when competitors had 
automated, were making its products overpriced and were a primary con- 
tributor to the loss of sales. Therefore, as with the earlier study, the scenario 
indicated how management went about deciding if it should build new, state- 
, of-the-art facilities. Similarly, the body of the scenario was again divided 
into four distinctly headed sections that contained indicators of the construct 
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Table 1 
Characteristics of Participating Firms 





i : Number of Number of 

Firm Number of pod ilps Scenarios Scenarios 

Number Employees Sales ($MM)? Sent Returned 
1 20 2 3 3 
2 23 3 4 4 
3 26 3 3 2 
4 32 5 3 3 
5 34 3 4 4 
6 35 4 7 7 
7 36 4 5 4 
8 40 3 3 3 
9 40 5 4 3 
10 44 4 2 2 
li 50 2° 3 3 
12 52 3 5 4 
13 60 5 4 4 
14 65 - sam 6 4 4 
. 15 75. ^. li 3 3 
16 75 11 4 4 
17 90 if 3 3 
18 100 10 3 3 
19 100 7 5 5 
20 110 8 3 3 
21 120 18 6 6 
a 122 14 4 4 
23 145 il 3 3 
24 170 14 4 4 
25 200 33 3. 3 
26 225 19 3 3 
27 230 14 4 4 
28 310 31 5 5 
29 500-700* 50 7 7 
30 800-10001 80 4 4 
31 1200* 110 5 5 
32 1100-1400* 120 3 2 
33 - 1200-15008 120 5 4 
34 1500-18008 150 5 5 
35 4000-50008 270 6 4 
36 7000-90008 550 7 7 
37 7000-90008 . 900 7 5 
38 15000-20000* 1500 8 6 


‘Range provided to preserve anonymity. 
Approximate figure provided to preserve anonymity. 


to describe how comprehensive the firm was in (1) diagnosing the prob- 
lem, (2) generating alternatives, (3) evaluating alternatives, and (4) inte- 
grating the final decision into any overall strategy that might exist. Fol- 
lowing the scenario were a series of questions that were designed to assess 
comprehensiveness. 

The CEOs were among 152 executives, 93 percent of those identified, 
who read the scenario and responded to 43 Likert-type questions to describe 
how comprehensive their firm would be if it faced the scenario situation. 
Five responses were eventually eliminated because of missing data, failure 
to follow directions, or obvious response bias. As indicated in Table 2, seven 
questions were again common to each step of the theoretical model, and 
four each were unique to the situation diagnosis, alternative generation, 
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and alternative evaluation steps. Three appeared only in the decision inte- 
gration step. Responses by individuals in the same organization then were 
aggregated to produce several measures of comprehensiveness for each firm. 

It should be emphasized that the questions employed in this study were 
the same as those used in the initial one. However, some of the alternatives 
offered in multi-item composites (e.g., types of problem causes considered) 
were modified to reflect the realities of the paint and coatings industry, 
and jargon employed in the scenario was also peculiar to that industry. 
More importantly, the array of alternatives offered for several questions - 
was rescaled to reflect industry differences. | 

For example, the paint and coatings industry is significantly less profit- 
able and capital intensive than forest products. Therefore, the response con- 
tinuum for the question that asked how much in *'direct out-of-pocket ex- 
penses" their firm would consider making in determining the cause of the 
problem, generating alternatives, and so on ranged from ‘‘less than $10,000” 
(1) to **more than $60,000” (7), instead of from ''less than $20,000” (1) 
to **more than $120,000” (7), as in the initial study. Similarly, although 
these organizations were quite small, it was the author's perception that 
their executives exhibited greater management sophistication than their 
counterparts in the forest products industry. (This probably is due to the 
industry's basis in chemicals, which dictates more formal education.) They 
placed a higher priority on discharging their management responsibilities 
and had a larger proportion of employees devoted to performing manage- 
ment tasks. Therefore, the continuum of alternatives in several other ques- 
tions (e.g., primary method used) was modified to increase the likelihood 
that there would be variance across firms. However, for the purposes of 
data analysis, all responses were again scaled from 1 to 5 or 7. 

It should also be emphasized that the same precautions employed in the 
initial study were again used to insure that the instrument's bias potential 
was minimized and assessed. More specifically, both the instructions pro- 
vided to respondents and the comments included in the scenario and at- 
tributed to participants in the decision process were written to discourage 
a normative response. In additiori, the amount of comprehensiveness at- 
tributed to the scenario firm was written at an intermediate level, which 
allowed respondents to iridicate that their firm would be more or less com- 
prehensive than the scenario firm if it faced the same decision. (The com- : 
plete instrument used in each study is available from the author.) 


Measures 


The measures of organization comprehensiveness, performance, and size 
used by Fredrickson and Mitchell (1984) were employed to test the hypoth- 
esis. Similarly, several questions were included to assess the impact of poten- 
tial confounds. | 

Comprehensiveness Scores. As mentioned in the previous section, the 
comprehensiveness construct was measured by aggregating responses within 
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a firm on each of the 43 questions. Based on the outcome of several tests 
that are reported in the results section, three kinds of comprehensiveness 
scores were used: (1) a firm score on each of the 43 questions (24 single- 
response and 19 multi-item); (2) a comprehensiveness score for each of the 
four steps of the theoretical model; and (3) a single score that represented 
the overall comprehensiveness of a firm’s strategic decision process. The 
manner in which these 48 scores were computed is reported in Fredrickson 
and Mitchell (1984). 

Performance. Two measures of economic performance were again em- 
ployed: (1) average after-tax return on assets during the most recent five 
years, and (2) percentage change in gross sales during the same period. Aver- 
age return on assets was used to assess how ‘‘efficient’’ firms were in man- 
aging their resources; change in gross sales was included as a measure of 
long term viability or ‘‘effectiveness.’’ 

Size. Because a firm’s size can affect its strategic decision process (Lorange 
& Vancil, 1976; Mintzberg, 1973), this variable was assessed in testing the 
hypothesis. The number of full time employees was used because most size 
measures tend to correlate and because most comparability problems were 
overcome by restricting the study to a single industry.  . 

Validity Checks. To obtain multiple measures of the comprehensiveness 
construct and to allow a test of the assumption that strategic process char- 
acteristics are consistent across decisions, four summary ‘‘construct valid- 
ity” questions were again included on the last page of the questionnaire. 
They asked respondents to indicate “‘how comprehensive YOUR FIRM 
usually is in making important decisions." For example, in the first ques- 
tion respondents were told that ‘‘a firm that is very comprehensive in de- 
termining the cause of a major problem might form a group of several mem- 
bers, make extensive use of outsiders, conduct extensive analyses, allow 
unlimited expenses, involve people with diverse backgrounds, and consider 
all possible causes. On the other hand, a very noncomprehensive firm might 
rely on the ideas and experience of one or two employees.’’ Respondents 
were asked ‘‘Which best describes YOUR FIRM?” and were offered an 
anchored scale from ‘‘very comprehensive?! (7) to ‘‘very noncomprehen- 
sive” (1). Similar questions were offered for each of the three remaining 
steps of the theoretical model. 

To determine whether the situation portrayed in the scenario was strategic 
for all firms, a separate question was included on the final page of the ques- 
tionnaire. It asked respondents ‘‘How important a decision would it be if 
your firm were considering building a new plant?” and offered an anchored 
scale from ‘‘very important"! (7) to **not important at all" (1). An addi- 
tional confounding element could be differences in the amount of manage- 
ment experience in a firm, which could allow some firms to solve the scenario 
problem without having to use a comprehensive process. Therefore, the 
last question asked respondents to specify how many years they had been 
employed in their respective firms. 
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Research Results 
Aggregation Issues 


To assess the level of agreement within a firm, an intercorrelation matrix 
was generated for each firm to determine the correlation between each pair 
of respondents on the 43 questionnaire items. In four instances one indi- 
vidual’s response pulled a firm’s average below .50, so those individuals 
were eliminated from the analysis. Following this adjustment, the average 
firm intercorrelation ranged from .50 to .86 and had a mean of .61, sug- 
gesting that responses could be aggregated to produce an organization score 
on each of the 43 questions. . 

To assess the convergent validity of the 19 multi-item composites, Cron- 
bach’s alpha was computed for each. The computed alphas ranged from 
.56 to .95 and had a mean of .74, suggesting that an organization-level anal- 
ysis using the 19 multi-item composites and the 24 single-response ques- 
tions would be appropriate (Nunnally, 1967). In addition, alphas computed 
for each of the four steps of the theoretical model ranged from .70 to .82, 
which justified the use of a composite measure of comprehensiveness for 
each firm on each of the four steps. Similarly, the four-step composites 
produced an alpha of .94, suggesting that a single overall measure also could 
be used. 


Validity Checks 


To test the assumption that the characteristics of strategic processes (in - 
this case comprehensiveness) are consistent across decisions, and because 
only one decision scenario was used, the relationship between the step com- 
. posites and the four construct validity questions was assessed. Responses 
to the construct validity. questions exhibited strong correlations with the 
composites for the situation diagnosis (N —38, r=.77, p = .000); alterna- 
tive generation (V=38, r=.77, p= .000); alternative evaluation (N — 38, 
r=.78, p= .000); and decision integration (N —38, r= .74, p = .000) por- 
tions of the questionnaire. Also, when a single measure of comprehensive- 
ness was computed as the mean of the four construct validity questions, 
it exhibited a strong relationship (N = 38, r= .87, p = .000) with the overall 
measure developed from the scenario-based questions. These results sug- 
gest that strategic process characteristics such as comprehensiveness tend 
to be consistent across decisions and that the profiles developed in response 
to the scenario were representative of the firms' strategic decision processes. 

When asked to indicate how important the scenario situation would be 
for their firm, participants’ mean response was 6.6 (maximum = 7) and had 
no significant relationship with the comprehensiveness of the four steps 
of the theoretical model, or the overall measure (N = 38, r= .05, p = .387). 
Accumulated experience, another logically confounding element, also can 
be ruled out because mean tenure in each firm was nearly 18 years and 
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exhibited no significant relationship with any of the step composites, or 
the overall measure of comprehensiveness (N= 38, r— —.01, p= .479). 


Hypothesis Testing 


To test for a positive relationship between comprehensiveness and per- 
formance in a stable environment, partial correlations (controlling for size) 
were computed between the 48 measures of comprehensiveness and the two 
measures of organization performance. As indicated in Table 3, associa- 
tions with average return on assets are strong. Of the measures, 32 are sig- 
nificant at the .05 level or better using a one-tailed test, 28 of which are 
positive. More importantly, each of the composites for the situation diag- 
nosis (V=37, r=.45, p«.01), alternative generation (N=37, r=.43, 
p«.01), alternative evaluation (N 2 37, r=.43, p « .01), and decision inte- 
gration (N —37, r=.45, p<.01) steps exhibits a strong positive relation- 
ship with this measure of efficiency, as does the overall comprehensive- 
ness measure (N = 37, r= .49, p « .01).. : 

. Incontrast to the above results, no relationship between comprehensive- 
ness and change in gross sales was established. Only 2 of 48 measures were 
significant at the .05 level or better, with another five at the .10. More- 
over, none of the four step composites, or the overall measure of compre- 
hensiveness (N= 38, r= .07, p= .35), exhibited a significant relationship 
with the measure that was designed to assess long term effectiveness. 


Discussion 
Primary Conclusions 


The above results suggest that strategic decision processes that are based 
on a rational model are appropriate for firms in industries with a stable 
environment. Comprehensiveness is a primary characteristic of such models, 
and in this study it exhibited a strong positive relationship with average 
after-tax return on assets. Although a similar relationship was not established 
with the sales growth measure, the author suggests that such an outcome 
does not negate the above conclusion. Return on assets is the more impor- 
tant of the two performance measures, particularly for firms in a stable 
environment. In such a setting an efficient firm can still remain viable by 
realizing a good return even though sales growth is modest. (In fact, à lack 
of sales growth is one of the variables that Dess, 1980, used to characterize 
a stable environment.) However, the reverse is not true—it is unlikely that 
a firm can survive over the long term if returns on | assets are poor, even 
though sales growth is substantial. | 

Comprehensiveness exhibited a consistently meranie relationship with 
performance in the initial study (Fredrickson & Mitchell, 1984). This in- 
cluded the relationship between the overall measure and average after-tax 
return on assets (N —23, r=-.42, p<..05), as well as change in gross sales 
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(N=27, r=-.27, p<.10). Therefore, in combination the two studies pro- 
vide empirical support for the view of authors (Anderson & Paine, 1975; 
Mintzberg, 1973; Nutt, 1976) who have argued that there is no ‘“‘best’’ way 
to make and integrate strategic decisions. Rather, synoptic processes, which 
are based on a rational model, are appropriate for organizations in stable 
environments; incremental should be used in unstable environments. Al- 
though comprehensiveness is just one measure of rationality, the combined 
experience with the construct suggests that it is the most encompassing one 
and allows a direct test of the theory. 

Consistent with the theory espoused by the above contributors: firms 
that were successful in the unstable environment (i.e., forest products) made 
decisions quickly and without trying to integrate them into some overall 
strategy. This action allowed them to exploit and counter a continually 
changing list of opportunities and threats and did not commit their resources 
to an uncertain course. In contrast; firms that performed well in the stable 
environment had an overall strategy that the decision fit into. Such an en- 
vironment offers relatively few opportunities and those that do arise are 
apparent to most competitors. Therefore, because they have a smaller margin 
for error and less frequent opportunities, executives whose firms operate 
in a stable environment must make discriminating decisions or suffer with 
the results of poor decisions for years. The practical implications of these 
observations are clear. They also highlight the complex problem that must 
be faced by firms that compete in multiple industries, some of which have 
stable environments, others unstable. In addition to evidence regarding the 
synoptic/incremental debate, the combined studies also produced obser- 
vations on the theory, method, and construct, an of which has implica- 
tions for future research. | 


Theory Observations 


It was suggested in the initial paper that a decision-based view of strategy, 
which focused on how organizations make and integrate individual strategic 
decisions, offered several advantages. More specifically, it was supposed 
to have both practical and methodological benefits—providing the inves- 
tigator with a much larger population of potential research sites, allowing 
the individual process characteristics to be directly investigated and accom- 
modating a variety of methodologies. Experience in the two studies indicates . 
that the realized benefits of this perspective were significant. For example, 
because all firms make strategic decisions, even though they mav not have 
formal planning systems, this perspective made it possible to include the 
entire population as prospective participants and to accept firms of signif- 
icantly different size. This benefit was particularly important in the paint 
and coatings study, in which the firms are small but exhibit variance in 
their strategic decision processes. 

A decision-based perspective also had ‘practical benefits that allowed the 
comprehensiveness construct to be studied. It was argued earlier that the 
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c process is a pattern of organization behavior (Barnard, 1938; 

Weick, 1979) that is visible to executive-level members, and that “the char- 
acteristics of that process tend to be consistent across decisions that are 
perceived as clearly strategic’’ (Fredrickson & Mitchell, 1984, p. 400). This 
consistency assumption made it possible to study the characteristics of stra- 
tegic processes without engaging in reductionism—studying an endless num- 
ber of decisions at any point in time. Evidence obtained from the construct 
validity questions employed in both studies clearly supports the consistency 
assumption. Therefore, the studies suggest that the characteristics of firms’ 
strategic processes do indeed exhibit patterns, and they encourage investi- 
gators to think in terms of recurring phenomena. Similarly, the decision- 
based perspective facilitiated the dévelopment of the research method, which 
has its own implications for future investigation. 


Method Observations 


A decision-based perspective has been employed by previous strategic 
process investigators (Bower, 1970; Carter, 1971; Mintzberg, 1978; Mintz- 
berg, Raisinghani & Theoret, 1976; Pettigrew, 1973; Quinn, 1980) who used 
in-depth field approaches to gather qualitative data. However, because their 
approaches did not allow statistical verification or subsequent testing, their 
contributions were primarily in model and theory development. In con- 
trast, experience from the combined studies indicates that a combination 
of structured interviews and written decision scenarios was able to obtain 
quantifiable measures of a major strategic process characteristic, achieve 
construct validity, and obtain variance across organizations. The author 
st aaa O success can be attributed to the described research 
method. 

The scenario is the most distinctive feature of the method used in these 
studies, but it is important to emphasize that the structured interviews played 
a critical role. Face-to-face contact with industry executives had the prac- 
tical benefit of gaining increased firm commitment, but it was particularly 
important in the development of the scenarios and questions. More specif- 
ically, the interviews provided the author with an understanding of the in- 
dustry (problems, economics, jargon, etc.) that was critical to preparing 
an instrument that would stimulate respondents’ participation. Therefore, 
the interviews and instrumentation are interdependent, and in combina- 
tion they give the method several benefits. 

The most obvious benefit of the decision scenario is in providing all re- 
spondents with a standardized. stimulus. This contribution is particularly 
important because a major shortcoming of questionnaires is that they are 
subject to respondents’ varying interpretations and cognitive orientations, 
both of which are a potential source of error. However, experience in the 
two studies suggests that a scenario administered with the questions helps 
respondents to understand the phenomenon in question and miakes some 
variables more salient to them. For example, as mentioned in the initial 
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paper, pretests were conducted using a draft of the questions only, and 
respondents sometimes had difficulty interpreting what was being asked 
(e. g., less sophisticated managers had problems conceptualizing issues relat- 
ing to the integration of decisions). However, they had no trouble under- 
standing the phenomenon and providing a response once they read a scenario 
that illustrated the behaviors they needed to understand. Therefore, the 
scenario appears to be helpful by creating in respondents a more restricted, 
common field of vision, which, though desirable, is not likely to occur when 
questions are presented independently. 

An additional and related benefit of the method has to do with the cir- 
cumstances depicted in the scenario. Using a scenario makes it possible to 
create a strategic context, which is critical in determining whether a deci- 
sion will be perceived as being strategic. As Mintzberg has pointed out, 
**no type of decision is inherently strategic; decisions are strategic only in 
context. The introduction of a new product is a major event in a brewery, 
but hardly worth mentioning in a toy company” (1979, p. 60). Therefore, 
the scenario is valuable not only in insuring that respondents' frames of 
reference are consistent, but that their level is clearly strategic. 

As a final benefit, using a scenario makes it possible to present respondents 
with a realistic, detailed situation. The context, problem, described actions, 
and terminology can all be written in such a way that the scenario generates 
interest and, therefore, ‘‘involvement’’ by respondents. As discussed by 
Fromkin and Streufert (1976), research that relies on participant response 
will be successful only if it achieves participant involvement. Therefore, 
it is suggested that by increasing respondents’ involvement in their task, 
the scenario helps them to provide a more accurate description of their or- - 
ganization's decision process. Results from both studies—good levels of 
interfirm agreement, nearly 90 percent response rate in each, and the will- 
ingness of executive-level participants to commit an average of 45 minutes 
to read a scenario and respond to the questions—support this observation. 
Therefore, the method appears to have been critical in two studies of the 
comprehensiveness construct, which has several implications of its own. 


Construct Observations 

Comprehensiveness was presented as a measure of rationality and defined 
as the extent to which organizations attempt to be exhaustive or inclusive 
in making and integrating strategic decisions. However, experience gained 
in the two studies has helped provide a richer and more precise view of 
exactly what comprehensiveness means to an organization. For example, 
it is important to emphasize that participation in the strategic process is 
not limited to a few individuals who are located at the very top of the or- 
ganization. Although final choice may be the prerogative of a single indi- 
vidual, numerous authors (Carter, 1971; Chandler, 1962; Quinn, 1980) have 
recognized that individuals at a variety of locations and levels throughout 
the organization participate in information gathering and processing 
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activities. Therefore, it is the patterned behavior of these individuals that 
makes one organization’s strategic process highly comprehensive, while 
another’s is very noncomprehensive. Although it was argued earlier that 
the successful firms in the unstable forest products industry ‘‘made deci- 
sions quickly, and without trying to integrate them,” it must be recognized 
that individuals, not organizations, make and integrate strategic decisions. 
Therefore, to understand the comprehensiveness construct as an organiza- 
tion-level phenomenon, one must understand what it means for individuals’ 
decision making behavior, and how that behavior becomes patterned. 

The author has reached several conclusions on the above issue based on 
insight gained in the studies’ nearly 80 interviews. For example, the most 
distinguishing feature of behavior in an organization with a comprehen- 
sive strategic decision process is the emphasis on, and the characterization 
of, decision making. In such organizations the process of decision making 
(or contributing to various decision making activities) is considered a ma- 
jor part of each manager's job, and it is viewed as a largely analytical ac- 
tivity. Participants are sensitive to the impact that different outcomes can 
have on the organization, and they appear to be motivated to find an in- 
tendedly rational solution to which they are committed. Therefore, their 
search for information tends to be far-reaching and unbiased by experience 
and functional orientation, and they try to achieve a degree of precision 
that allows choices to be made at the margin. Similarly, those who con- 
tribute to the strategic process in a firm that is comprehensive exhibit a 
variety of behaviors that aid integration. For example, they conceptualize 
a decision in terms of its broad impact, incorporate it into financial pro- 
jections, and purposely involve other departments and divisions to ensure 
that a decision's overall effect has not been underestimated. 

In contrast, participants who contribute to the strategic process in a non- 
comprehensive firm see decision making as a highly judgmental activity 
that rests primarily in the hands of a dominant manager. As such, analysis 
is replaced by informal discussion, and search behavior is heavily biased 
by experience and orientation. Moreover, individual decisions tend to be 
viewed in isolation and are regarded as distinct incidents. For example, a 
decision about a new manufacturing facility is likely to be seen as the re- 
sponsibility of the production personnel, and suggestions to involve par- 
ticipants from other areas would be considered inappropriate. Therefore, 
any integration is likely to take place only in the mind of the dominant 
manager, if at all. © 

The author suggests that a firm's existing structure offers the best ex- 
planation of why comprehensive or noncomprehensive patterns develop 
in an organization's strategic decision process. It has long been recognized 
(Bower, 1970) that a firm's structure can affect its strategic process, and 
that recognition has become increasingly common (Bobbitt & Ford, 1980; 
Bourgeois & Astley, 1979; Burgelman, 1983; Fahey, 1981). Moreover, the 
argument for a causal link between organization structure and the strategic 
decision process should not be surprising. As Bower has noted, **when 
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management chooses a particular organization form, it is providing not 
only a framework for current operations but also channels along which 
strategic information will flow’’ (1970, p. 287). Similarly, because March 
and Simon (1958) suggest that the primary purpose of organization struc- 
ture is to provide **bounds of rationality” that overcome individuals’ cog- 
nitive limitations, it likely will affect the extent to which a strategic pro- 
cess is exhaustive or inclusive (i.e., comprehensive). 


Future Research 


There are several ways that future research can overcome the limitations 
of the combined studies, or simply build on their findings. For example, 
the issue of causality raised in the initial paper (i.e., do varying levels of 
comprehensiveness cause varying. levels of performance, or does perfor- 
mance variation cause variation in comprehensiveness?) is still unresolved, 
and longitudinal studies are the obvious solution. In addition, though in- 
troductory evidence.suggested that the characteristics of strategic decision 
processes tend to be consistent across decisions, that issue was not the pri- 
mary one in the reported studies. Therefore, the research was not designed 
with the consistency question as a priority, and future studies should test 
it more directly by presenting respondents with multiple decisions. 

A major question also must be resolved before the method can be used 
on a large scale. The reported studies were restricted to one industry with 
an unstable environment (i.e., forest products) and one with a stable envi- 
ronment (i.e., paint and coatings), and two industry-specific instruments 
were prepared. Because of this approach, there is a legitimate question as 
to whether the method can be used to study simultaneously the strategic 
decision processes of firms in different industries. Such an application prob- 
ably would require the content of the scenario and the alternative responses 
in multi-item questions (e.g., areas of expertise represented) to be consid- 
erably more general than they were in the reported studies. The problem 
described, the terminology used, and so on also could not be peculiar to 
a particular industry. Because there appears to be a trade-off between the 
benefits of gaining multiple industry participation and the risk of decreased 


involvement by participants, additional studies are needed to determinethe . 


method's potential breadth of application. 

Another area for future research relates to the comprehensiveness con- 
struct. Although the comprehensiveness construct may be the most distinc- 
tive and predictive feature of an organization's strategic decision making 
process, the results achieved in this extension emphasize the need for addi- 
tional work. For example, the only measure to exhibit a significant negative 
relationship with average return on assets in the paint and coatings study 
was the item that assessed the ‘‘breadth of outside information sources" 
used in each of the four steps of the theoretical model. The impact of this 
measure was overwhelmed by the strength of the others, but its sign raises 
. questions and suggests that the construct needs to be refined further. 
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impact of this measure was overwhelmed by the strength of the others, but 
its sign raises questions and suggests that the construct needs to be refined 
further. - 

Table 4, which summarizes the relationships between the comprehensive- 
ness and performance measures in the two studies, further indicates that 
some measures were consistently better predictors than others. For exam- 
ple, among measures that were common to each of the four steps, the multi- 
item composite that assessed the ‘‘breadth of outside information sources" 
exhibited 11 significant relationships of a possible 16 (8 in each study). 
Similarly, the single response measure of the ‘‘number of employees in- 
volved” in each of the four steps was significantly related in nine instances, 


Table 4 
Significance Levels of the 43 Comprehensiveness Measures 
Presented in the Questionnaire Items of the Two Studies 


. Situation Diagnosis 
Return on Assets Change in Sales 
Study | Study 2 Study 1 Study 2 


Common to all steps: 
Responsibility assigned to..................ueeus. 


l + eon + 
Willingness to get outside information ........... uu we 
Primary method used .................. Men eue ** +e 
Number of employees involved ...............sse G ves + 
Direct out-of-pocket expenses ...... 6c cece eens 6) Midi * 
Breadth of participants expertise ................ H . dd 
Breadth of outside information sources. ......... (11 e oe 
Unique to a step: 
Years of data reviewed «0.0... . ccc cece cence eee (1)* . 
Breadth of 
CAUSES i d co ruso qva P Xa p E T 1 v. 
analysis (810) «2o: cease RE RERENRASEPER 1 oes 
factors (PID uoce esu CAI n ase done 1 ad 
____ Alternative Generation — 
Return on Assets Change in Sales 
Study 1 Study2 Study 1 Study 2 
Common to all steps: l 
Responsibility assigned tO........ 0c ec cece eee ee ne * one 
Willingness to get outside information ........... 4 as 
method used. iiio tana RESO ++% 
Number of employees involved .................. su» * 
Direct out-of-pocket expenses ............ Lus. 6) von 
of participants expertise ................ ( " 
Breadth of outside information sources. ......... (11 * "ux * 
Unique to a step: 
Bases for dropping alternatives ............. Lii (2)> oon ene 
Breadth of 
. solutions (#9) ........ Kr TT RET me aoe 
alternatives (#10) .......... leen a 
analysis (#11) o.. sees Q ` 
aNumber of significant relations of 16 potential relationships. 
umber of significant relations of 4 potential relationships. 
p<. 
n< .05 
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Table 4 (continued). , 





f Alternative Evaluation 
Return on Assets Change in Sales 
Study 1 Study 2 Study 1 Study 2 





Common to all steps: 


bility assigned to. ............. "— (8) rr ee » 
Wilingne to get outside Information diss o ** 
i method used ............. sss. Rmo 8 , * one eee 
Number of kane involved ...........eleeee * oon e 
Direct out-of-pocket expenses ............. MEER +s+ 
Breadth of participants expertise .......... nee (5) *** | 
pes of outside information sources. .... Xia 0. oe li »* 
nique to a step: d . 
Years of projections ................065 posse ces A) a -* 
Breadth of 
criteria (B9) 5. orco dDuR EE XS War UP RR Eris 2) Wb x 
mu po E d. de. A te 
Decision Integration 


Return on Assets Change in Sales 
Study I Study 2 Study! Study 2 


d all steps: » 
ity assigned to............00000- eas 
Willingness to get outside information ........... ++ 
Primary method used ..........ccccccvseeeceees ses +++ 
Number of employees involved .................. +++ * 
Direct out-of-pocket expenses ............. ETE * ae 
O ts expertise .......... 2.005. ( oe 
Breadth of outside information sources.......... (11) * oes ae 
U; to a step: 
Invo of departments .............. eee Q».. on wae 
of - 
techniques (89) .:....... TORT PPPOPERPEOENE I +e 
decisions (#10) ...... n RM ails Gare wea daas T e 
3Number of significant relations of 16 potential relationships. 
egi significant relati ons of 4 potential relationships. 
*p«. 
**p« .05 
ttt .01 


and the questions that assessed ‘‘responsibility assigned to’’ and the ‘‘pri- 
mary method used’’ each exhibited eight. In contrast, the single response - 
question that assessed ‘‘willingness to get outside information” was sig- - 
nificantly related only four times. 

Regarding measures that were unique to one of the four steps of the the- 
oretical model, the multi-item composite that assessed the **breadth of anal- 
ysis conducted” in the alternative evaluation step was significant in all four 
possible relationships (two in each study). Numerous other measures were 
significantly associated twice. At the other extreme, the ‘‘breadth of tech- 
niques [used] to generate alternatives” exhibited no significant relation- 
ships in four opportunities. Such items should be dropped from future 
studies or rewritten to overcome inherent problems, and new items should 
be added to improve the construct's predictive power. Similarly, other data 
sources (e.g., objective measures of expenditures paid to consultants) should 
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be added in an attempt to increase construct validity because data in the 
two studies represent only one source—managers' perceptions. 

A final area for future research concerns other strategic process ques- 
tions that can be addressed by building on the experience reported here. 
For example, the comparison of synoptic and incremental strategy formu- 
lation models (Fredrickson & Mitchell, 1984) identified four additional stra- 
tegic process characteristics for which questions remain unanswered (e.g., 
. what initiates the process, the role played by goals, the relationship between 
means and ends, the concept of choice). Similarly, it would be valuable | 
to determine whether specific characteristics (goals, means/ends, compre- 
hensiveness, etc.) have varying impact on performance. The previous discus- 
sion regarding the relationship between comprehensiveness and organiza- 
tion structure also raises questions that warrant testing. The author sug- 
gests that these questions and many others can be addressed more readily 
if investigators employ the theoretical perspective and research method that 
were used in the reported studies. 


Concluding Remarks 


The lack of empirical testing in strategy formulation research has been 
attributed to poorly trained investigators (Hatten, 1979), the intangible 
nature of strategic process constructs (Mintzberg, 1977), and the practical 
difficulties of doing strategic-level research (Rumelt, 1979). However, ex- 
perience in two studies suggests that progress has been delayed by two more 
basic and interrelated problems: (1) investigators have conceptualized strat- 
egy formulation in a way that is not operational for research purposes, and 
(2) they have not emphasized construct and method development. How- 
ever, by adopting a decision-based perspective that focused on how orga- 
nizations make and integrate individual strategic decisions, structured in- 
terviews and written decision scenarios were combined to obtain reason- 
ably valid measures of the comprehensiveness construct. Moreover, sig- 
nificant yet opposite relationships were established between the construct 
and organization performance i in industries with stable and unstable envi- 
ronments. 

The author suggests that the two studies combine to answer a eaticel 
question in the debate regarding synoptic and incremental processes. Their 
primary results support the contention that neither approach is clearly better 
than the other, but that synoptic processes are appropriate for firms in stable 
environments and incremental processes are appropriate in unstable envi- 
ronments (Anderson & Paine, 1975; Mintzberg, 1973; Nutt, 1976). In addi- 
tion, experience in the two studies illustrates the benefits of employing al- 
ternative perspectives and methodologies. Therefore, it is hoped that the 
primary conclusions will prove valuable and interesting and that other in- 
| vestigators will be able to use the theoretical perspective, feos Or con- 
struct in future research on strategie decision processes. 
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A multimethod, multivariate analysis of *'intended" 
strategies provides empirical support for the presence of 
strategic groups based upon Porter's (1980) generic strat- 

 egies. Variations in intraindustry profitability and growth 
are found to be related to strategic group membership. 
Firms identified with at least one generic strategy outper- 
formed fi rms identified as. “stuck in the middle." | 


The primary purpose of this paper is to demonstrate the viability and 
usefulness of categorizing firms within an industry into strategic groups 
on the basis of their intended strategies. These intended strategies may be 
identified on the basis of Porter’s (1980) generic strategies—differentia- 
tion, overall low cost, and focus. This study consists of three distinct but 
interrelated phases. Phase 1, the field study, examines the relationship be- 
tween a firm's ‘‘intended or espoused"' (Mintzberg, 1978) strategy—rep- 
resented by the competitive methods (e.g., competitive pricing) considered. 
. most important by the firm's top management team—and the presence of: 

. Strategic orientations within an industry. These strategic orientations are 
classified on the basis of which of the three alternative generic strategies 
they appear to represent most closely. Phase 2 consists of a panel of ex- 
perts who assess the importance of each of the identified competitive 
. methods for each generic strategy. The use of this panel serves to corroborate 
the researchers’ inferences. drawn from the field study. Phase 3 uses the 
perceptions ofthe chief executive officers to cluster firms that exhibit a 
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similar strategic orientation into distinct groups. Measures of performance 
for firms comprising each strategic group are assessed to detect whether 
significant differences exist between strategic groups within an industry. 
Differences in performance have important implications for both practic- 
ing managers and academicians interested in the strategic group concept. 


Theoretical Background and Empirical Research 


The field of strategic management has shown a noticeable shift away from 
the atomistic view of strategy—in which each firm is considered unique 
in all aspects—toward a new view that supports the recognition of com- 
monalities that exist among firms. These configurations have been referred 
to as ‘‘gestalts’’ (Hambrick, 1983b; Miller, 1981), said to represent ‘‘tight- 
ly integrated and mutually supportive parts, the significance of which can 
best be understood by making reference to the whole’’ (Miller, 1981, p. 
3). Similarly, Hatten (1979), in his discussion of strategic groups within 
an industry, recognized that subgroups of firms employ different mixes 
of what are substantially the same strategic variables. Thus, strategic groups 
provide a useful intermediate frame of reference between viewing the in- 
dustry as a whole and considering each firm separately (Porter, 1980). The 
emerging concept of a strategic group of firms provides a framework for 
answering recent calls for empirical **evidence that strategies differ among 
firms and that better strategies make a difference in performance results" 
(Schendel & Hofer, 1979, p. 517). 

The presence of groups of firms within an industry following similar strat- 
egies has been identified in the home appliance (Hunt, 1972), the chemical 
process (Newman, 1973), the consumer goods (Porter, 1973), and the brew- 
ing industry (Patton, 1976). Quantitative models of the brewing industry 
(Hatten & Schendel, 1977; Patton, 1976) recognized that firms within an 
industry differ along. dimensions other than size and market share. 

Unfortunately, most of the multivariate measurement of strategy used 
to develop the strategic groups concept has relied almost exclusively on mea- 
sures of implemented strategy. One problem with existing typologies has 
. been that few of the propositions regarding the types of strategies a firm . 
may follow to become a leader in its market have been tested with data 

different from that used to develop them (Schendel & Hofer, 1979). This 
methodological limitation may lead to findings that lack generalizability 
and that are incapable of confirmation in other research settings. Another 
problem is that existing typologies tend to put business unit strategies into 
generic categories based on the size or market share of the firm and its rate 
of return on investment (Hatten, 1974; Porter, 1979). Such a narrow ap- 
proach limits the applicability of many typologies to a rather select group 
of firms within an industry and presents little in the way of prescriptions 
useful across size categories within an industry. It is believed that Porter's 
. framework of generic strategies and competitive dimensions provides a 
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potentially valuable research tool-for classifying the strategies of all com- 
petitors within an industry. 

Many previous models of strategic groups (Hambrick, :1983a; Porter, 
1974) have implied that organizational strategies could best be inferred by 
analyzing patterns in organizational resource allocations. However, the re- 
liance upon measures of resource allocations may inhibit recognition of 
the central thread or underlying logic of a firm’s strategy by failing to con- 
sider the role of strategic choice as exercised by key organizational members. 
The notion of strategic choice recognizes that similar organizations operating 
within the same environment may choose to address that environment dif- 
ferently based on the strategic orientation of their management (Ackoff, 
1970). Indeed, the element of strategic choice is inherent within the con- 
cept of strategy, which is viewed as implying that ‘‘the organization pur- 
sues a purposive, directive course, whether it is described in terms of a pat- _ 
tern of. decisions, or in terms of the goals, plans, or intentions of the 
organization"' (White & Hamermesh, 1981, p. 216, emphasis added). Pre- 
vious evidence for the importance of strategic choice for market behavior, 
although compelling, has relied on indirect measures to show that firms 
follow. different strategies within an industry (Caves, 1980). 

Hambrick (1980) recognized that it should be possible to develop multi- 
variate measures-of intended strategies as well as implemented strategies. 
Demonstration of the ability of a multivariate measure of strategic choice 
to classify firms into homogeneous groups based on Porter's model of 
generic strategies would provide much needed empirical evidence, not only 
for the construct validity of Porter's (1980) typology but also for the no- 
tion of strategic groups in general. 

Porter develops three potentially successful generic strategies for creating 
a defensible position and outperforming competitors in à given industry. 
The first, overall cost leadership, although not neglecting quality, service, 
and other areas, emphasizes low cost relative to competitors. The second 
strategy, differentiation, requires that the firm create something, either a 
product or a service, that is recognized industrywide as being unique, thus 
permitting the firm to command higher than average prices. The third is 
a focus strategy, in which the firm concentrates on a particular group of 
_ customers, geographic markets, or product line segments. These three 
generic strategies represent three broad types of strategic groups, and thus 
the choice of strategy ‘‘can be viewed as the choice of which strategic group 
to compete in"? (Porter, 1980, p. 149). Firms oriented toward specific strat- 
egies should outperform firms characterized by Porter as ‘‘stuck in the mid- 
dle.” Porter maintains that this latter class of firms, by failing to develop 
its strategy along at least one of these three categories, is is “‘almost guaran- 
teed low profitability" (1980, p.-41). 

The underlying proposition of this paper is that variations in intraindustry 
profitability and growth may be explained on the basis of strategic group 
membership. The strategic groups model also serves to explain differences 
in performance among firms of equivalent sizes: even when firms are divided 
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by size class within an industry, each division may contain members of more 
than one strategic group. 


Method 
Overview 


The field study was comprised of responses from executives of a sample 
of firms that were used to develop the dimensions associated with the three 
generic strategies offered by Porter. For the second phase, a panel of ex- 
perts from the academic community provided recommendations regarding 
the appropriate content of each of Porter's generic strategies. The use of 
a panel of experts in strategy research follows the recommendations of Har- 
rigan (1983) for the refinement and corroboration of investigator inferences 
developed from field research. Thus, the first two phases of the study en- 
abled the researchers to combine the descriptive capability of field research 
with the normative recommendations obtained from a panel of experts. 

Phase 3 of the study classified firms with similar strategic orientations 
into distinct groups. These groups were developed from the responses of 
the subsample of firms in which the chief executive officer was the primary 
respondent. Measures of performance for firms comprising each strategic 
group were assessed to detect the presence of significant differences among 
the strategic groups. 


Phase 1: Field Study 


Strategic orientations within an industry were seen by the researchers as 
represented by the views of top management teams about the competitive 
methods firms use in their industry. When the research instrument was con- 
structed it was assumed that all members of the top management team had 
knowledge of the strategy of their firm, and that the strategy could be in- 
ferred on the basis of the emphasis or importance given various competitive 
methods available to the firm. 

Porter recognizes that the strategies that companies use to compete in 
an industry can differ in a wide variety of ways, and he proposes a number 
of ‘‘strategic dimensions"' that should capture the possible differences among 
the strategic options of companies in a given industry. These dimensions 
are comprised of competitive methods that include brand identification, 
channel selection, technological leadership, cost position, service, and 
leverage, among others (Porter, 1980). These competitive methods provide 
a means for characterizing the strategies of competitors within an industry. 
A group of firms within an industry that follows the same or a similar strat- 
egy (i.e., emphasizes similar competitive methods) will POUND ERE a strategic 
group (Porter, 1980). 

Research Instrument. Following a review of Porter (1980), an instrument 
was inductively derived to evaluate the various competitive methods that 
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"might be used to characterize a particular generic strategy. The content 
. validity of the questionnaire was enhanced through .a review of question- 
naire items used by previous strategy researchers (Bourgeois, 1980; Child, 
1975; Khandwalla, 1976). In order to pretest the research instrument in a 
field setting, the CEOs of four manufacturing firms, not included in the 


final sample, were interviewed to. ascertain the comprehensiveness and phras- : 


ing of the questionnáire items. 
Next, the relevance of particular competitive methods for firms within 


ms 


the industry was ascertained through the use of a semi-structured interview 


with the chief executive officer (or designated executive) in each of the sample 


firms within the industry chosen for the study—the paints and allied prod-  . 


ucts industry. During the interview the executive was asked to identify those 
members of the top management team who are most influential in the mak- 


ing of strategic decisions for the firm. By incorporating the richness of anec- . 


dotal information about the firm, the industry within which it competes, 
- and methods of competition in that industry, the researchers were able to 
modify the instrument in order to enhance its ability to capture competi- 


tive methods that identify the strategic orientation of a firm's decision . 


makers. In order to generalize across the sample, the same instrument was 
administered to all respondents. . 

The interviews with the executives of the pretest and sample firms led 
to several improvements in both the wording and the composition of the 
list of competitive methods. A modification that helped refine the final in- 


strument illustrates the benefit of. on-site interviews. The presence of in- - 


tense price competition was mentioned by several respondents and suggested 


the inclusion of the item ‘‘competitive pricing.” The sentiments of the ex- ` 
ecutives in this regard are largely consistent with a U.S. Department of Com- : 


merce industry report that stated that the profit-after-taxes as a percent 


- of sales for the paint industry (the site of this study) was 2.25 percent, com- ` 
. pared to an average for all manufacturing industries of 5.25 percent. The : 
report further suggested that the depressed profits were largely attributed : 


to a price-cost squeeze, reflected by the 1978 Producers Price Index for 


paint of 192.3 (1967 = 100) compared to the average for paint raw materials | 


.. of 212.7 (U.S. Industrial Outlook, 1980). 
. . Sample and Data Analysis. Several criteria were used in the selection of 
firms within the paints and allied products industry. First, the 4-digit Stan- 
dard Industrial Classification (SIC) code was chosen as an appropriate mea- 
sure of the industrial environment. This.unit of analysis is supported by 
Porter (1980). Second, the output of firms had to be concentrated in one 
line of business to avoid confusion between methods used in competing 
. in multiple businesses. The criterion followed Rumelt’s (1974) ‘‘single busi- 
. ness” or "*dominant business" categorization: that is, at least 70 percent 
of the firm's total sales had to be within a given 4-digit SIC industry. Third, 


the organization had to be an autonomous, self-contained entity. Thus, - 


the researchers were able to consider corporate-level and business-level strat- 
egies as synonymous (Hofer, 1975). Fourth, the organizations had to be 
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relatively homogeneous in size. This criterion permitted the researchers to 
control for any potentially confounding effects imposed by wide variations 
.. jn organizational resources and scope of operations. Fifth, the organiza- 
tions had to be similar in the technology they employed. Woodward’s (1965) 
classification of manufacturing processes was. used to classify the sample 
organizations as using a batch technology. Finally, the organizations had 
to belocated within a limited geographic area in order to facilitate the per- 
formance of the on-site interviews. ` 

Based on an analysis of forces that drive competition, Porter (1980) clas- 
sifies industries as representative of one of five generic industrial environ- 
ments: (1) fragmented, (2) emerging, (3) mature, (4) declining, or (5) global. 
The paints and allied products industry has a 4-firm concentration ratio 
of less than 40 percent (i.e., 22 percent): There is no true market leader, 
and there are a large number of small and medium-sized companies, many 
of them privately-held. These characteristics identify the paints and allied . 
products as highly fragmented, an identification that is confirmed by Porter 
(1980). 

In the field study, 28 nondiversified manuf acturing firms i in the paints 
and allied products industry (SIC 2851) were initially contacted. Of these, 
22 fully participated. The final industry-specific questionnaire was mailed 
. to each CEO for distribution to the previously identified top management 
team members. These individuals were asked to indicate the importance 
of the 21 competitive methods (e.g., customer service, brand identifica- 
tion) to their firm's overall strategy. A 5-point scale was used with values 
ranging from ‘‘1=Not at all important"! to ‘‘5 = Extremely important."' 
A total of 78 of 99 possible respondents (79 percent) TO the 22 sample 
firms completed the questionnaire. 

Factor analysis of the questionnaire data on competitive methods was 
. used to develop the competitive dimensions associated with each of Porter's 
generic strategies. Factor analysis has the ability to produce descriptive sum- 
maries of data matrices, which aid in detecting the presence of eae 
patterns among a set of variables. 

Results of Phase 1. The principal factor solution obtained after the vari- 
max rotation for the 21 competitive methods is shown in Table 1. Although 
five significant factors (i.e., eigenvalues = 1) emerged from the factor anal- 
ysis, only the three factors explaining the greatest amount of total variance : 
are shown in Table 1. The other two factors were dropped in the interest 
of parsimony; additionally, a scree test (Cattell, 1976) indicated that they 
should be excluded. 

The factors displayed i in Table 1 are rank ordered fom. left to right ac- 
cording to the proportion of total variance they explained. The factors are 
named to reflect the three generic strategies they were interpreted by the 
writers as representing. 

Overall, 15 of the 21 competitive methods exhibited factor loadings greater 
than or equal to +.50 on at least one factor. These loadings may be con- 
. sidered to be a conservative criterion; Kim and Mueller (1978) suggest 
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factor loadings of .30 as a cutoff for significance. Similarly, Nunnally sug- 
gests that ‘‘it is doubtful that loadings of a smaller size be taken seriously, 
because they represent less than ten percent of the variance of the factor ~ 
(1978, p. 423). Two of the competitive methods (i.e., V13, and V20) loaded 
highly on more than one factor, indicating that they may.be germane to 
more than one generic strategy. - l 
A common methodological weakness that might threaten the reliability 
and validity of the factor analytic results is the possible instability of the - 
factor loadings. Instability of the factor loadings because of sampling er- 
ror may result from the use of a relatively small ratio of subjects (n — 78) 
to measures (n = 21). This ratio of 3.7 approaches but does not exceed the 
desirable but conservative ratio of four or five to one advocated by some 


authors (Hair, Anderson, Tatham, & Grablowsky, 1979). The sample size - 


does exceed that suggested by Lawley and Maxwell (1971) for the maxi- 
mum likelihood solution method of confirmatory factor analysis. They sug- 
gest that this test is appropriate if the sample contains at least 51 more cases 
than the number of variables under consideration.’ Furthermore, given the 
exploratory nature of the research question as well as constraints—time, | 
resources, availability of firms—inherent in field research, the sample size 
of this study is not considered a ee limitation i in rintetpreting the 
results. 


Phase 2; Panel Study 


A panel of experts was used to develop normative recommendations re- 
garding the appropriate content of each of Porter’s (1980) three generic . 
strategies. The panel consisted of seven academicians selected on the basis 
of their experience and expertise in the field of strategic management. The 
panel was used tó evaluate Porter’s (1980) concepts regarding generic strat- 
egies because of the common core of knowledge they possessed relevant 
to the area of inquiry. Each panel member was asked to review Porter’s 
chapter on ‘‘Generic Competitive Strategies” and then complete three ques- 
tionnaires, one for each of Porter's three generic strategies. Each question- 
naire consisted of the same 21 competitive methods and associated 5-point 
scales used in the field research. The panel members were asked to indicate 
the importance of each competitive method for each generic strategy. The 
data were analyzed to determine whether experts would uniquely organize 
the competitive methods for each strategy. Furthermore, because ‘‘expert 
judges will not show well-known biases as leniency, halo, etc.” (Einhorn, 
1974, p. 562), it is reasonable to expect that the:variables being measured 
actually represent explanatory: concepts when combined. into global 
constructs. 

Results of Phase 2. The descriptive statistics (means, sandari deviations) 
developed for the panel’s responses are shown in Table 2. The statistics 
were used to evaluate which competitive methods the experts considered . 
most important for each of Porter's generic strategies. Table 2 indicates 
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- * Table 2 
Panel Technique: Pesenipuve Statistics 





Differentiation Overall Low 
"m . Strategy Cost Strategy Focus Strategy 
. Competitive Methods . Mean S.D. Mean S.D. Mean S.D. 
V1. New product development 7 «51 49 229 1.25 3.71  .49 
V2. Customer service NE Qu 429. — 49. 1.71 | .49 4.09  .76 
š i To A9 93 5.00  .00 3.00 1.00 
V4. Product quality control . 4.29.  .49 3.00 1.00 3.57 B 
5. i 457] 53. 3.537  .98 3.57  .53 
6. Maintain high inventory levels _ 257  .$3 ` 3.14 1.21 2.57 1.27 
V7. Competitive 1:71 .49 14.86 ..38 . 357 T9 
V8. Broad range of products . 1.14 .6- 2.14 1.07 2.43  .53 
V9. Developing/refining existing products ` 4.00 1.00 3.86 .69 3.229 1.11 
V10. Brand identification ' 5.00  .00 1.86 .69 4.57 83 
V11. Innovation in marketing techniques i 
and methods 4.86 .38 1.71 .76 4.14 .90 
V12. Control of channels of distribution 4.14  .69 3.00 1.41 3.29 | .49 
V13. Procurement of raw materials . 2.43 53 - 4.86  .38 2-71 .76 
V14. Minimizing use of outside financing ‘2.29 49 3.29  .95 2.43  .79 
V15. ibas iei i markets | 2.71. 125 1.57  .79 4.86 ^ .38 
V16. Ca to manufacture specialty T 
pou s 3.86 1.07 1.44  .38 5.00  .00 
7. Products in high price market seg- 
4.57 ..53 . 129  .49 3.71 .76 
V18 a . 4,71 49° 2.43 1.72 . 3.86 1.07 
V19. Reputation within i 4.29 49 2.57 .98 3.50 1.04 
V20. F i 3.29  .49 4.00  .82 2.86 .69 
V21. Innovation in manufacturing processes 2.57 1.13. 4.14 1.07 3.71 1.38 
Mean item value `. 3.60 2.93. 3.55 





that the panel of experts identified some competitive methods as either most 
or least important for each of.the generic strategies. The analysis clarified 
the relationships between the competitive methods and the generic strategies 
and aided in the interpretation of the DIE analysis developed from the 
field study. `- 


. Comparison of the Reais of Phase 1 and Phase 2 


. , An important step in the data analysis for Phase 1 involved a comparison 
. between: (1) the principal factor solution with varimax rotation for the 21 
competitive methods used in the field study and (2) the opinions of the panel 
as to the appropriate content of each of the generic strategies. These find- 
ings are summarized in Table 3. . 

Table 3 is presented on the basis of Porter’s three generic strategies. Under 
each generic strategy, the competitive methods identified by the managers 
and the panel of experts are arrayed.as most and least important. For the 
field study, the most important competitive methods were those items whose 
factor loadings were greater than +.50. The least important competitive 
methods were those items whose factor loadings were between + .30 and 
— .30 (Kim & Mueller, 1978; Nunnally, 1978). For interpretive purposes, 
competitive methods that exhibited either their highest or lowest loadings 
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on the two factors that were excluded from analysis were not incorporated 
into Table 3. For the panel, the most important and least important com- 
petitive methods consisted of those items whose mean value was greater 
than or less than, respectively, one standard deviation from the aggregate 
mean. 





. Customer service ` 
. Innovation in marketing techniques and V15. Serving special geographic markets 
methods dvertising 


Table 3 
Content of Generic Strategies: Summary of Findings 
Differentiation 
Experts : Managers 
(most important) 
. New product development V10. Brand identification 
. Brand identification V11. Innovation in marketing techniques and 
. Innovation in marketing techniques and methods 
methods i V12. Control of channels of distribution 
. Advertising V13. Procurement of raw materials 
D Advertising 
V20. Forecasting market growth 
(least important) 
: d pali pricing V2. Customer service 
. Broad range of products 
. Procurement of raw materials 
. Minimizing use of outside financing 
Overall Low Cost 
Experts Managers 
(most important) 
. Operating efficiency V3. Operating efficiency 
. Competitive pricing - . V4, Product quality control 
Procurement of raw materials V5. Experienced/trained 


Innovation in manufacturing processes V9, oe E existing products 


. Innovation in manufacturing processes 


Pe i 
V8. Broad range of products 


V18. A 


- 


hic markets 


. special geograp 

. Capability to manufacture specialty- 
products 

. Products in high price market segments 


Focus 
_ Experts Managers 

(most important) 
. Customer service Vi. New beber ata 
. Brand identification V16. Ca ility eis manufacture specialty 
. Serving special geographic markets . products 
: ee to manufacture specialty V17. Products in high price market segments 

ucts 

(least important) 
. Maintain high inventory levels ' - V3. Operating efficiency 
. Broad range of products V6. Maintain high ient levels 
. Procurement of raw materials V7. Competitive pricing 
. Minimizing use of outside financing V12. Control of of distribution 


V13. Procurement of raw materials 
V14. Minimizing use of outside financing 
V21. Innovation in manutactunng oa 
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The results suggest that factor one consists of competitive methods iden- 
tified by the experts as most important to a differentiation strategy. Three 
. of the four competitive methods identified by the panel for this generic - 
` Strategy are contained in factor one. This close association led the researchers 

to interpret factor one as representative of a differentiation strategy. This 
interpretation is supported further: only one (i.e:, V13) of the competitive 
methods identified by the panel as least important appeared with a high 
loading on factor one. Many of-the competitive methods loading highly 
on factor one appear to be indicative of a marketing orientation (e. g., brand 
identification). Porter (1980) notes that one of the principal economic causes 
for the existence of highly fragmented industries is high product differen- 
tiation, particularly if it is based on image. 

Similarly, factor two contains three of the four competitive methods iden- 
tified by the panel as most important to an overall low cost strategy. Fac- 
tor two suggests a predominantly production orientation (e.g., operating 
efficiency). Such an orientation lends support to the identification of fac- 
tor two as representative of Porter's overall low cost strategy. Porter con- 
tends that ‘‘achieving a low overall cost position often requires a high relative 


E market share or other advantages, such as favorable access to raw materials? 


(1980, p. 36). Although there has been some empirical research to refute 
the requirement for a high relative market share in order to obtain a low 
cost position (Hall, 1980), it should be noted that one of the competitive 
methods with a high loading on this factor was V13 (i.e., procurement of 
raw materials). As with factor one, interpretive support is indicated; none 
of the competitive methods regarded by the panel as least important to this 
strategy appeared with high loadings on factor two. | 
More similarity appeared between the panel and managers on what does 
not rather than what does constitute a focus strategy. Three of the four 
competitive methods seen by the panel as least important in a focus strategy 
' appeared in factor three with their lowest factor loadings. However, those 
competitive methods (e.g., Vi6—specialty products—and V17—high priced 
. market segments) exhibiting high loadings on factor three do suggest an 
. emphasis on specific market segments and imply concentration on a par- 


- . ticular niche. 


^ Phase 3: Strategic Group Membership and Organizational Performance ` 


Phase 3 uses the responses from the 19 firms whose CEO, rather than 
a **designated executive," ' was the primary respondent. The chief executive 
is most important in strategy formulation (Chandler, 1962). Chief execu- 
tives' perceptions of their organizations' strategies are more closely aligned 
to external measures of strategy than are the perceptions of other execu- 
tives (Hambrick, 1981b). Therefore, the CEOs’ responses were used to cate- . 
gorize firms into clusters reflecting similar intended strategies. Performance 
data were provided for 15 of these firms and were used to analyze differ- 
` ences in pert ormance among the pu This reduction in the sample size 
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is regrettable but not uncommon in the study of privately-held firms (Porter, 
1979). 

The researchers calculated individual factor scores for each.CEO on each 
of the three factors corresponding to Porter's (1980) three Reno strategies 
in accordance with the following formula: 


Jia td... FAY, - pow 


where: a; is the factor score coefficient for competitive method j (j — 1, 
.» 21) on factor i (/— 1, 2, 3), and z; is the CEO's standardized value 
on ‘competitive method /. 

The factor.scores generated for each of the CEOs were used as input 
to a K means clustering algorithm (Dixon, 1975). The CEOs were switched | 
from one cluster to another until the optimal cluster configuration, which 
maximizes between and minimizes within cluster variances, was obtained. 
The clusters consisted of subsets of CEOs that were more similar or closer 
to each other in orientation than they were to CEOs outside the cluster.. | 

Initially a three cluster solution was chosen in order to facilitate com- - 
parison with Porter's typology of three generic strategies. However, the 
three cluster solution did not adequately distinguish among the clusters. 
Consistent with the exploratory nature of this research, a four cluster solu- 
tion also was examined. The clusters that resulted consisted of CEOs who 
were most similar in respect to the factors (generic strategies) that had 
emerged from Phase 1 of this study.  . 

The overall significance of the cluster solutions obtained was tested by 
means of a one-way analysis of variance—based on the assumption that 
the scores in each of the various groups have approximately the same vari- 
ance. However, because the various groups do not contain the same num- 
ber of subjects, a Bartlett’s Box F-test on the within-cell variances was used 
to test for homogeneity among variances. | 

Using Parsons’ (1956) classification of organizations by type of goal Or 
function, the organizations in this study would be classified as oriented 
toward economic production. Therefore, consistent with the ‘‘economic 
primacy’’ of the subject organizations, the derived goals of the financial 
community (e. g., profitability, growth) should be considered of primary 
importance in the assessment of organizational performance. Consequently, 
the researchers obtained ‘‘total firm sales” figures for the period 1976 to 
1980 to determine ‘‘sales growth’’ and ‘‘average after tax return on total 
assets” from 1976 to 1980 to determine profitability. Annual sales growth 
rátes for the five-year period ranged from .8 percent to 37.7 percent, and 
average after tax return on total assets ranged from 1 percent to 42 percent 
for the sample.  . 

An F-value was calculated using a one-way analysis of variance 6 decide 
whether there were significant differences among the strategic groups (clus- 
ters) on the basis of their mean values for the two performance measures. 
To determine where the significant differences lie, Scheffé’s. posteriori 
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contrast test was used to compare all possible pairs of performanie means. 
Among the various multiple comparison tests, Scheffé's is considered to 

- be the most conservative test (Huck, Cormier, & Bounds, 1974). This test 
^ also offers the advantages of applicability to groups of unequal sizes and 
is relatively insensitive to departures from normality and homogeneity of 
variances (Hays, 1963). 

Results of Phase 3: The Three Cluster Solution. The profiles of the three 

strategic groups that emerged from the cluster analysis and the performance 
results are eens in Table 4.. 


Table 4- 
Summary of Cluster Analysis Results arid Performance Relationships: 
. The Three Cluster Soludon 








l Coordinate Centroids ' Performance 
: Overall E Annual Return on 
Cluster _ Differentiation Low Cost Focus ` Sales Growth* — Total Assets? 
1 (n=12) ` (5057 — 12437 4000 «197 118 
(.4332)° (.8034) (5247) > 
2 (n=4) - —3723 ~1.2356 084 055 
5977) (.3266) (. 
3 (n3) -1.0351 -.1808 5 308 044 
6462) (.7499) (.4516) 
Grand Means 1441 0470 
B. Mean Squares z 
Differentiation Low Cost Focus 
groups 2.9503 .6616 4.3692 
Within groups .3083 6162 2751 
. 2,16 "2,16. 2,16 
F-ratio 9. 1.074 15.883 
P-val 4388 001 


-value .001 ` 
Bartlet's Box F-test = .086, p= .917 


sAnalysis of variance results for the three clusters: F=5.531, p= .022 
"Analysis of variance results for the three clusters: F=.724, p= .507 
deviations are in parentheses. 


The one-way analysis of variance "EF indicated that the three clus- 
ters of firms were significantly different from each other on the basis of 
their emphasis on the differentiation strategy (p « .001) and the focus strat- 
egy (p < .001) but not on the basis of the overall low cost strategy (p = .388). 
The researchers had anticipated that each of Porter's three generic strategies 
would be required to distinguish clearly the different strategic emphases 
that existed among the clusters of firms. Thus, the inability of the low cost 
dimension to account for significant differences among the three clusters 
was unanticipated and proviceg the rationale for developing the four cluster 
solution. ` 

The first cluster had its highest sarod score on the differentiation strat- . 
egy, and it was the only cluster that displayed a positive score for the dif- 
ferentiation strategy. Cluster number two displayed negative scores for all 
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.three of the generic strategies. This lack of a positive score on any of the 
three generic strategies indicates that firms comprising this group have failed 
to develop their strategy in at least one of Porter’s (1980) three directions. 

. Cluster number three exhibited the highest positive score of any cluster for 
the focus dimension and negative scores for the other two generic strategies. 

Taken in combination, the pattern of centroid scores that emerged from 
the cluster analysis led the researchers to identify cluster one as represen- 
tative of a strategic group of firms oriented primarily toward a differen- 
tiation strategy. However, the pattern of scores was not conclusive (i.e., 
the relatively high scores on the alternative generic strategies indicated the 
possibility of emphasis on more than one generic strategy within this cluster 
of firms). Cluster number three appears to consist of a'group of firms em- 
phasizing a focus strategy. Cluster number two evidences an apparent lack 
of commitment to any of Porter's generic strategies. Therefore, this cluster 
may be comprised of firms that are *'stuck in the middle’’ (Porter, 1980, 
p. 41). This does not imply that firms that are stuck in the middle do not 
emphasize certain competitive methods that are key components of one - 
- or more generic strategies; however, the composite strategy that emerges 

may lack internal consistency. 

The next step in the analysis was to compare performànce among the 
three clusters of strategic groups. Table 4 indicates that the three strategic 
groups were not significantly different from one another with regard to 
profitability as measured by return of assets (p — .507). However, for the 
other performance measure, annual sales growth, Table 4 indicates that 
strategic group membership was significant (p — .002). This finding is con- 
sistent with Porter's (1980) contention that firms that adopt a generic strategy 
should outperform those stuck in the middle. Cluster one, the differentia- 
tion strategy group, averaged 19.7 percent annual sales growth; cluster three, 
the focus group, averaged 31. percent annual sales growth; and cluster two, 
stuck in the middle, averaged only 8 percent annual sales growth. The 
Scheffé test for significant differences among the groups on the perfor- 
mance measure ''sales growth"! shows that the mean value for the focus 
strategy group is significantly greater than the mean value for the stuck 
in the middle group. None of the other differences is significant. . 

Results of Phase 3: Four Cluster Solution. The profiles of the foür stra- 
tegic groups that emerged from the cluster analysis and their links with or- 
ganization performance are presented in Table 5. The four cluster solu- 
tion resulted in the splitting of cluster number one in Table 4 into two sep- - 
arate and unique clusters labeled one and four in Table 5. The composi- 
tion of clusters numbered two (i.e., stuck in the middle) and three (i.e., . 
focus) remained intact from the three cluster solution to the four cluster 
solution. l 

- The one-way analya of variance procedure indicated that the four duse 
of firms were significantly different from each other on the basis of their 
emphasis on the differentiation dimension (p « .003), the focus dimension 
(p< .001), and the overall low cost dimension (p< .001). Table 5 shows 


ma 
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Table 5 
Summary of Cluster Analysis Results and Performance Relationships: 
i | The Four Cluster Solution 





Coordinate Centroids ` ` Performance - 
Overall ` Annual Return on 
Cluster l Differentiation Low Cost Focus. Sales Growth* Total Assets? 
1 (n24) .3268 ^^ 1.2685 . 6226 201 255 
- > (5254) . (.1444) (.8757) l 
2 (n=4) . ~.5063 `.3723. -1.2356 . .084 .055 
(. "^" (3771) (.4023) 
3 (n-23) -1.0351 -.1 5 308 .044 
. (7914) (.9185) (.5531) 
4 (n=8) 5951 -. 170 .089 
(.4195) . `- (.3176) 
Grand Means .1441 0470 0750 
B. Mean Squares 
Overall 
Differentiation Low Cost Focus 
Between groups 2.0309 2.5417 . 3.0119. 
Within groups 3161 2372 2136 
. df. i 3,15 - : 3,15, 3,35 .. 
. F-ratio - 6.425 10.715 11.009 . 


P-value 003 001 .. 001 
Bartlet's Box F-test 2.567, p= .638 ur. 


vAnalysis of variance results for the four clusters: F23.89, p= .041 
of variance results for the four clusters: F= 3.24, p=. 
deviations are in parentheses. 


that although cluster one displays positive cairo scores for each of the 
three generic strategies, the emphasis on overall low cost strategy is clearly 
dominant. Also, the primary orientation for the fourth cluster is a differen- 
tiation strategy. Thus, though the three cluster solution was anticipated 
to parallel Porter’s three generic strategies, the four cluster solution affords 
an interpretation that is more consistent with Porter’s framework. 

It is important to note that cluster analysis, unlike most parametric sta- 
tistical techniques, does not explicitly provide a clearly acceptable or unac- 
ceptable solution. It merely provides a structure so that relationships may 
emerge; thus, it is important to make explicit the criteria that guided the 
selection of an appropriate solution. In the present case, both subjective 
- and objective criteria led to the selection of the four cluster solution as the 
more appropriate. The subjective criterion involved an identification of how 
many clusters theory would lead one to expect. Initially, three clusters were 
anticipated, one for each of Porter's three generic strategies. The appearance 
of the stuck in the middle group as a cluster in the initial three cluster solu- 
tion suggested that the third generic strategy—overall low cost—which had 
not appeared as a significant determinant of group structure may have been 
pooled into one or more of the other groups. The most important objec- 
tive criterion was the appearance of a significant F-value for the overall 
low cost factor Nen the number of clusters was eee from three to 
four. 
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. The validity of these findings and interpretations is enhanced by the strong 
relationship between the composition of the clusters and anecdotal infor- 
mation obtained from the CEOs during the on-site interviews. A brief discus- 
sion of a typical firm from each of the four clusters in Table 5 will convey 
this convergence. The CEO of a firm in the overall low cost cluster stressed 
the primacy of high productivity in manufacturing operations. Production. 
incentives and extensive reinvestment in modern facilities and equipment 
wete mentioned as very important. Uncertainties regarding product-market 
scope seemed to characterize the responses of one of the CEOs whose firm 
was in the stuck in the middle cluster. Perhaps the relatively low perfor- 
mance of his firm may be attributed to the lack of a well articulated and 
consistent strategy because of a-lack of continuity (mentioned by the CEO) 
in the composition of the top management team. The CEO of one of the 
firms in the focus cluster emphasized the importance of successfully com- 
peting within a particular product-market niche. Favorable relations with 
key distribution channels (i.e., painting contractors) were considered to be 
highly important. Lastly, the CEO of one of the firms in the differentia- 
tion cluster asserted that his firm's success lay more in differentiating the 
firm than the product. He contended that his firm's reputation for “‘superior 
service and quick reaction to customer needs” enabled it to enjoy a high 
profit margin by charging a premium for his product. These remarks are 
. Clearly consistent with Porter’s generic strategies. 

. The next step in the analysis was to compare performance among the . 
four clusters or strategic groups. Table 5 indicates that differences among 
the four strategic groups regarding return on total assets approached sta- 
tistical significance (p = .069). This represents a noticeable improvement - 
over the results of the three cluster solution. The highest average annual 
return on total assets (25.5 percent) was achieved by cluster one with its 
_ emphasis on overall low cost; followed by cluster four—differentiation— 
with 8.9 percent; cluster two—stuck in the middle—with 5.4 percent; and 
cluster three—focus—with 4.4 percent. The Scheffé procedure indicated 
that the differences between cluster one and cluster four were ‘significant 


cq «.05). 


For the other performance measure—sales growth—the ovecaii F-ratio . 
indicated that the groups were significantly different from one another 
(p — .041). Cluster three—focus—was the leader with 31 percent annual sales 
growth; followed by cluster one—overall low cost— with 20 percent; cluster - 
" four—differentiation—with 17 percent; and cluster two-—stuck in the 
middle—with 8 percent. The Scheffé procedure indicated that the difference 
between cluster two and cluster three with -— to sales growth was sig- 

nificant es < n 


| Discussion | 


Phase 1 of this study analyzed the competitive methods considered to 
be most important by the top management of firms competing within a 
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single highly fragmentéd industry. Three sets of internally consistent com- 
petitive methods were identified that conformed to Porter's (1980) three 
generic strategies. The ability of questionnaire data to identify different 
“intended” strategies in industrial settings has been supported by others 
(Bourgeois, 1980; Hambrick, 1980). However, such an approach, with its 
emphasis on “intended” strategies, has rarely been used to examine the 
presence of strategic groups and their relationships to organizational per- 
formance. 

The pattern of competitive medo that emerged from the field study 
closely resembled that obtained in Phase 2 from the panel of experts and 
provides additional support for the authors’ interpretations. In addition 
to identifying competitive methods of high importance, the managers and 
the panel also identified items of lesser importance for each generic strategy. 
This convergence implies that these managerial orientations are indicative 
of the two generic strategies that Porter (1980) identified as differentiation 
and overall low cost. However, the normative recommendations of the panel 
for the third of Porter's generic strategies—focus—did not clearly coin- 
cide with the third orientation of the managers. 

. The inability to identify clearly the third managerial orientation as reflec- 

tive of a focus strategy may be due; at least in part, to what some regard 
as a limitation of the focus strategy as currently outlined by Porter. Hofer 
(1982), for example, proposed that when a firm deals in a market com- 
posed of different segments, it may, for any given product, choose to utilize 
either a common appeal across all the various segments within which the 
product competes or the firm may tailor different appeals for specific cus- 
tomer groups. Under such a broader view of a focus strategy it may not 
be possible to prescribe a single set of competitive methods applicable for 
all the potential strategy combinations within this single generic strategy. 
An important implication is that equifinality (von Bertalanffy, 1955) may 
. characterize focus strategies, that is, there is a broad range of different but 
internally consistent sets of competitive methods available to firms employ- 
ing a focus strategy. 

The cluster analysis used in Phase 3 was based on the assumption that 
clusters-of firms could be identified that would correspond to a model of 
strategic groups based on Porter's three generic strategies. Two of the clus-. 
ters that emerged in the three cluster solution did appear to represent Porter's 
differentation and focus strategies. However; the overall low cost dimen- 
sion did not appear as significant in determining the composition of orga- 
nizational strategies. Further, the apparent emphasis on more than one 
generic strategy, reflected in the cluster centroid scores of cluster one, led 
the researchers to investigate the possibility that aggregation of dissimilar 
firms may have occurred within the three cluster solution. The four cluster 
solution served to disaggregate the larger cluster (n = 12) previously identi- 
fied as differentiation into two separate clusters. Each cluster reflected a 
unique strategic orientation—differentiation (n =8) and overall. low cost 
(n= om well as different levels of organizational performance. 


1984 Dess and Davis 484 


An important finding of the study is the apparent lack of singularity in 
strategic orientation that characterizes the highest performance group—clus- 
ter number one. This group had the highest performance on the return on 
assets criterion and the second highest performance on sales growth. On 
the basis of its centroid scores, this cluster was identified as primarily 
Oriented toward an overall low cost strategy. However, this group also 
emerged with the highest centroid score on the focus strategy. Given Porter’s 
(1980) caution against the commitment to multiple generic strategies, the 
high performance exhibited by the members of this cluster may appear in- 
consistent. However, as Cyert and March (1963) suggest, high performance 
may generate slack resources that can be used to enable firms to expand 
their present scope of operations. Also, constraints posed by budget limita- 
tions may require that a firm limit its emphasis to only one market segment. 

The present cross-sectional research design inhibits the ability to do more 
than infer causal relationships. To a large extent the viability of inferences 
drawn from a cross-sectional measurement of organizational strategies relies 
on the concept of strategic momentum (Miller & Friesen, 1980). The per- 
sistence of strategies over time may result from decision making processes 
as well as industry characteristics. The view of organizations as conservative 
and resistant to change is promulgated by the Carnegie group (Carter, 1971; 
Cyert & March, 1963; March & Simon, 1958). Also, the presence of intra- 
industry barriers to mobility (Caves & Porter, 1977; Harrigan, 1982; Oster, 
1982) may require such an investment of scarce resources as to make stra- 
tegic change or exit costly if not prohibitive. Oster asserts: 

To have significance for the allocation of resources, a strategy must necessarily involve 

some commitment that it is irreversable, at least for a time. It is difficulty of movement 

that makes group structures potentially important (1981, p. 377). 
In the case of small organizations, the scarcity of resources and the high 
risk attendant with strategic change may help to explain why organizations 
continue to pursue marginally profitable strategies. The problems may be 
compounded in the presence of privately-held firms because of the lack 
of publicly available information by which to judge the strategies and per- 
formance of other firms. 

In summary, the research findings are generally consistent with Porter’s 
contention that commitment to at least one of the three generic strategies 
will result in higher performance than if the firm fails to develop a generic 
strategy (i.e., becomes stuck in the middle). Additionally, the findings that 
the overall low cost cluster had the highest average return on total assets 
support prior research by Woo and Cooper (1981) and Hamermesh, Ander- 
son, and Harris (1978) that rejects the notion that high market share is a 
requirement for the successful implementation of a low cost strategy. Porter 
also comments that ‘‘low cost may be achievable without high share’’ (1980, 
p. 44). However, it may be important for competitors to identify with a 
generic strategy that does not place them in direct competition with a large 
number of firms evidencing a similar strategic orientation. For example, 
a large number of firms in the sample were identified as pursuing a differ- 
entiation strategy, and this may have inhibited the ability of firms in this 
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strategic group to realize as high a level of performance as those in other . 
less populated groups. Lastly, the group of firms identified with a focus 
strategy may illustrate a potential for trade-offs between growth and prof- 
itability. The focus group was the highest performing group on sales growth 
but had the lowest level of return on assets. The findings in this respect 
are consistent with the recent empirical findings of Trostel and Nichols 
(1982), which indicated that privately-held firms may choose to emphasize 
sales growth as a decision criterion.at the possible expense of profitability. 


Limitations of the Study - 


Limitations of this study should be noted. First, the generalizability of 
the study is limited because the firms used in the study represent only one 
of Porter's (1980) five generic industrial environments. The relative im- 
portance of the competitive methods may vary across as well as within in- 
dustry environments. For example, Porter posits that the emphasis on cost 
control and service orientation may be of greater strategic importance for 
firms competing within a fragmented industry than an emergent industry. 

Second, the relatively small sample of firms and executives included in 
the field study may lead to some instability in the factor loadings obtained 
from the factor analysis (Kim & Mueller, 1978; Nunnally, 1978). However, 
given the exploratory nature of the study and resource constraints inherent 
in field research, this limitation is not considered a major barrier in inter- 
preting the results. 

Third, the instrument admitisterel to the executives was used to deter- 
mine ‘ “intended” firm strategies and may have served to enact the environ- 
ment (Weick, 1979) to which the subject responded. Thus, executives may 
have overintellectualized on what they actually did or attempted to do (Dun- 
can, 1979) in the formulation of their firm’s strategy. Alternatively, the 
parsimony of the instrument may have excluded important competitive 
methods used by a firm. Thus, the instrument may not fully capture the 
richness or complexity of a firm’s intended strategy. 

Fourth, the strategy realized by an organization may be different from 
that intended by the decision makers (Hambrick, 1981a; Mintzberg, 1978). 
An observed discrepancy between intentions and realized strategy may arise 
from the inability of the firm to translate its intended strategies into ac- 
tions because of unpredictable environmental change, a lack of appropriate 
implementational capabilities, or unrealistic expectations (Mintzberg, 1978). 
Singly, or in combination, these factors may result in an emergent strategy 
that is observed to be different from the intended strategy. 

Fifth, because all of the sample firms were privately-held, secondary 
sources for confirmation of reported data were unavailable. However, the 
authors believe that the time, effort, and cooperation extended by the man- 
agers of the sample firms as well as the researchers’ assurances regarding 
confidentiality and sharing of the results of the study enhanced the reli- 
ability of the information provided. 
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Implications for Future Research 


Future research could establish the similarities that exist among the various 
typologies that have been proposed for classifying firms. For example, to 
what extent is Porter’s classification of firms stuck in the middle compatible 
with Miles and Snow’s (1978) reactors or Miller and Friesen’s (1978) stag- 
nating firms? The goal would be to develop a parsimonious typology capable 
of classifying the array of strategic configurations available within an in- 
dustry. Such synthesis would serve to answer a recent call for ‘‘developing 
or isolating composites which take the form of.. . ‘gestalts,’ ‘archetypes,’ 
and ‘configurations’’’ (Miller & Mintzberg, 1983, p. 57). 

The study of publicly-held firms would provide access to secondary 
sources of data, which then could be used to determine if firms classified 
on the basis of strategic choice would be similarly classified on the basis 
of structural configurations exhibited by the firm. The use of maximally 
different methods could provide strong evidence for the validity of a par- 
ticular typology. 

Some evidence has emerged that strategies appear to be enduring over 
time (Miller, 1981). Systematic research on a longitudinal basis would reveal 
whether performance within and among strategic groups classified on the 
basis of strategic orientation varies over time. One may posit, for exam- 
ple, that as the industry life cycle progresses, the firms stuck in the middle 
may actually be able to adapt to changes in the industry environment more 
readily than firms committed to a specific strategy. 

Finally, the role of strategic choice as a method of classifying strategic 
groups may vary across as well as within industries, as suggested by Ham- 
brick (1983a), Snow and Hrebiniak (1980), and others. 
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. The strategic response of U.S. high technology com- 

| panies in the medical X-ray manufacturing industry to 

increased governmental regulations from 1962 to 1977 is 

. examined. Results suggest that regulations increase con- 

sumer and competitor uncertainty, with the consequence 

that firms select less risky strategies and decrease the 

_ riskier new product invention strategy. Larger firms re- 
duce inventions less than smaller firms. 


A central proposition of organization theory is that decision makers re- 
spond to environmentally induced uncertainty through responses that at- 
tempt to adapt their organizations in order to reduce their uncertainty. Un- 
certainty is defined as a lack of information about future events so that 
adaptation alternatives, and particularly their outcomes, are unpredictable 
(Hickson, Hinings, Lee, Schneck, & Pennings, 1971). Although much of 
- the theoretical discussion has focused on whether these adaptive responses 

are able to lead to organizational survival in the long run (Aldrich, 1979) 
or short run (Pfeffer & Salancik, 1978), the actual choices of specific re- 
sponses under different conditions has remained largely unexplored em- 
pirically. The point of this paper is to report on research that investigated 
the adaptation strategies of firms in one industry to regulations over time. 

Five strategic choices used by high technology firms to respond to regula- 
tion are examined. The central argument tested is that as regulatory uncer- 
tainty increases, customer uncertainty and competitor uncertainty are ex- 
pected to increase; and, as this occurs, firms will choose strategies that have 
more predictable outcomes. However, larger firms are expected to be better 
able to engage in the more uncertain invention scales, than DT firms. 
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| Background 


. "The theoretical development for the choice of strategic alternatives has 

been based largely on Hickson et al. (1971) and Katz and Kahn (1978). Hick- 
son et al. (1971) suggested that when faced with uncertain environments, 
organizational decision makers select alternatives for managing or coping 
with uncertainty from three sets of choices: prevention alternatives, fore- 
casting alternatives, and absorption alternatives. Prevention alternatives - 
are those that forestall the emergence of unpredictability. Forecasting alter- 
natives attempt to reduce uncertainty by anticipating environmental changes 
in sufficient time to allow for préemptive response. Absorption alternatives 
attempt to minimize the damage from environmental uncertainty that was 
neither preverited nor forecast. Pennings (1981) as well as Scott, Mitchell, 
and Birnbaum (1981) have extended the concept of Hickson et al.'s (1971) 
three response sets to specific alternatives within each set. 

In addition to the work by Hickson et al. (1971) and its extensions, the 
work by Katz and Kahn (1978) has broadly classified adaptation strategies 
into direct and indirect sets; Direct strategies are those that attempt to reduce - 
environmental uncertainty by either direct internal control or external control 
through incorporation. Katz and Kahn's (1978) system classifies the inven- 
'tion strategy as a form of internal direct control because it is the product 
of an internal system that is structured to meet environmental threats or 
changes. Diversification is classified as external control through incorpora- 
-tion because it aims.at controlling the environment. Increasing the-size of 
the board of directors, adding outside members to the board, and joining — 
trade associations are classified as strategies employed by organizational 
decision makers in indirectly attempting to reduce environmental uncer- 
tainty by co-opting supporters and building external constituencies. | 

Organizational environments are composed of other organizations that 
are both essential and nonessential for the focal organization's goal accom- - 
plishment. Those essential goal-relevant organizations most commonly have l 
been referred to as the task environment (Thompson, 1967), although they 
also have been referred to as the relevant environment (Dill, 1958) and the 
organization set (Evan, 1966). The task environment is composed of goal- 


. relevant organizations such as government regulatory agencies, customers, - 


` and competitors. Each of these organizations can pose uncertainty for the 
focal organizations' successful adaptation. Regulatory uncertainty is as- 
sociated with the actions of governmental agencies that create and enforce 
regulations. Customer uncertainty is associated. with changes in product 
demand and is typically reflected in sales. Competitor uncertainty is asso- 
ciated with market structure. f 

In addition to environmental uncertainty, the alternative strategic choices 
available to the organization have uncertainty associated with their out- 
come. Invention of new products is an inherently uncertain undertaking 
(Nelson & Winter, 1977) fraught not only with the risk of failure early in 
the process, but throughout as the invention is tested, developed, and 
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brought to market. Relative to invention, other strategic choices are lower 
in uncertainty. 

More specifically, as regulatory uncertainty leads to increased uncertainty 
for customers and for the firms competing in an industry, decision makers 
will select adaptation strategies based on the increasing likelihood of being 
able to predict their outcomes. However, these choices will be a function - 
of the source of uncertainty and of firm size. 

The hypothesized relationships are indicated in the path model presented 
in Figure 1. Referring to Figure 1, itis hypothesized that regulatory uncer- 
tainty will be positively related to both customer and competitor uncer- 
tainty. Further, regulatory uncertainty is expected to be only indirectly re- 
lated to strategic alternatives and to competitor uncertainty. Customer un- 
certainty is expected to be related directly to the strategic alternatives as 


Figure 1 
Hypothesized Model* 
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31: Regulatory uncertainty; 2: competitive haac 3: hospital certificate-of-need requirement; 
4: X-ray market growth; 5: customer uncertainty; 6: diversification; 7: outsiders on.board of direc- 
tors; 8: size of board of directors; 9: trade association memberships; 10: invention; 11: size of firm. 
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well as indirectly through competitor uncertainty. Competitor metan 
is expected to be directly related only to each strategic alternative. For the 
present study of companies in the medical X-ray manufacturing industry, 
exogenous variables that are expected to affect the set of relationships be- 
tween endogenous variables are regulation of hospitals through certificate- 
-of-need requirements in various states, the overall growth of the medical 
X-ray market, and firm size. 


- Of the 11 variables analyzed, 5 were common to all firms in the jnddtry E 


(hereafter termed industry variables) and 6 were firm- specific variables. The 
five industry variables are regulatory uncertainty, customer uncertainty, 
competitive. uncertainty, certificate-of-need requirements, and market 
growth. The six firm-specific variables were diversification, outsiders on 
the board, ‘board size, trade association metoberidpn inventions, and or- 
ganizational size. 


Industry Level Variables | 


` Regulatory Uncertainty: The first industry variable, — uncer- 
tainty, is the unpredictable changes i in regulations, not merely increasing - 
regulation, that create the regulation's uncertainty. In fact, a smooth pre- 
dictable increase in regulations might lead to increased certainty for many © 
organizations. This, however, is not usually the case in general or in the 
specific situation investigated here. | 

Two basic types of regulations are distinguishable: (1) environmental, 
health, and safety regulations (EHS) and (2) economic regulations of firms | 
in the transportation, communication, and energy sectors of the U.S. econ- 
omy. The present study focuses on EHS regulation. 

Changes in EHS regulations, including their initiation, implementation, 
and enforcement, take place unpredictably over time. The Congress holds 
. hearings and invites comment, in many instances, as the, result of public - 
outcries to exposure from television set X-ray emissions, thalidomide, or 
the Dalkon Shield. Industry representatives together with other affected 
or interested parties, such as Ralph Nader's Health Research Group, par- 
ticipate by providing testimony. The bill introduced before Congress may 
take unexpected forms, depending on factors such as the testimony pre- 
sented, the committee and Congressional membership, the nature of the - 
issue, and the closeness of future elections. Once passed into law, the bill - 
is subject to challenge and litigation, which again affects its form and in- 
terpretation. Having met its legal challenges, the regulation's implementa- 
tion is subject to the enforcement philosophy of the particular regulatory 
agency responsible for enforcement. The age of the regulatory agency, its 
past history with industry, and its need to legitimize its actions to the public 
at large and to self-appointed public interest groups all influence how the 
regulation is then enforced. ` 

Customer Uncertainty. The second industry variable of concern is.cus- 
tomer uncertainty. The regulatory uncertainty just, described creates 
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uncertainty for the customers of regulated products by increasing their 
awareness of a real or potential problem with the product and by increas- 
ing their uncertainty over the safety and quality of products offered for 
sale prior to finalizing the standards (many are never finalized but are con- 
. tinuously refined over time). Customers may be reluctant to purchase prod- 
ucts that they suspect will be unsafe or that they suspect might not meet 
EHS regulatory standards in the future and for which they may be required 
to upgrade at their. own expense later. 

Customer uncertainty over product safety is expected to be greater in 
consumer product than industrial product markets because of the greater 
expertise of industrial consumers in being able to judge the technical re- 
quirements of the product and its current and future ability to meet EHS 
requirements. However, consumer uncertainty still exists for industrial prod- 
ucts, and in either case it typically is reflected in product sales as consumer 
demand fluctuates in anticipation of future safety improvements. This 
reasoning leads.to the first hypothesis: 

Hl: Increased regulatory uncertainty will increase customer uncer- 
tainty. 

Competitive Uncertainty. Competitive uncertainty is the third industry 
variable of concern. Regulatory uncertainty is expected to affect not only 
customer uncertainty, but also the market’s structure both directly and in- 
directly. Regulatory actions may control rates charged, as in economic reg- 
ulation of the communication and public utility industries or by establish- 
ing performance standards as in the EHS regulation of the pharmaceutical 
industry. In either case such actions may control market entry by increas- 
ing the costs necessary for a new firm to gain access. These barriers to en- 
try may, in turn, stabilize the number of competing firms. 

Record keeping requirements, audits, enforcement actions, and (in cir- 
cumstances such as pharmaceuticals) prior approval from the regulatory 
agency before new products are introduced into the market all act to in- 
crease the costs and cycle time from invention to market. In so doing, uncer- 
tainty concerning the firm’s anticipated risk-return ratio is increased. 

As the costs of meeting regulations increase, smaller and marginal firms 
may. be forced out of the market, thereby increasing the concentration of 
competitors. If, in addition, customer uncertainty ‘leads to sales instabil- 
ity, smaller and marginal firms will be forced out of the market even faster, 
and new firms will be even more reluctant to enter the market. As increas- 
ing costs and unstable expected returns erect barriers to entry for new firms 
and squeeze out smaller and marginal competitors, markets will move up 
the concentration ladder from nearly purely competitive to oligopoly to 
monopoly. | 

Despite Bernhardt and MacKenzie’s (1971) report that uncertainty in- 
creased continuously with concentration, Pfeffer (1972), Pfeffer and Nowak 
(1976), and Stern and Morgenroth (1968) have all reported a curvilinear 
relationship in which the highest competitive uncertainty is in intermediate 
concentration levels in which the four or eight largest firms control 40 
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pércent to 60 percent of the market (oligopoly) and the least uncertainty . 
. is under higher and lower concentration levels. - 

Uncertainty, however, is not the same for all organizations in a market. 
The evidence to date indicates that firms of different sizes confront differ- 
ent degrees of competitive uncertainty for a given concentration level. The 
research by Stern and Morgenroth (1968) and Scherer (19672, 1967b, 1970) 
indicates that smaller firms face more uncertainty and the larger firms face 
less uncertainty for a given concentration level because of differences in 
their market power. 

Market Growth. The fourth industry level variable of concern is market 
growth. In addition to the effects of regulatory and customer uncertainty, 
market structure may depend on whether the market is growing, declin- 
ing, or remaining relatively stable in terms of sales. Growing markets with 
high future potential, perhaps because of higher profit margins, new tech- 
nologies, or unexploited market segments, might attract new firms in spite | 
of present regulatory and customer uncertainty. Alternatively, declining . 
markets with low future potential may increase in concentration as s firms 
leave for better opportunities in growing markets. 

Certificate-of-Need Requirements. The fifth variable of concern in the 
present study is the certificate-of-need requirements imposed by state reg- 
ulatory agencies on the customers of the medical X-ray manufacturing in- 
dustry. Investment controls by government agencies began when New York 
State adopted the first certificate-of-need law in 1964. By 1974, 23 states 
and the District of Columbia had enacted such laws (U.S. Department of 
Health, Education, and Welfare, 1978). Of these states enacting local 
certificate-of-need requirements prior to 1974, only Oklahoma excluded 
hospitals, the major market for X-ray equipment (Salkever & Bice, 1979). 
The major empirical investigation of the impact of certificate-of-need re- 
quirements on hospital investment concluded that they actually stimulated 
growth in hospital equipment purchases (including presumably X-ray units). 
But the U.S. Department of Commerce continued to consider certificate- 
of-need reviews as detrimental to the medical X-ray manufacturing indus- 
try's growth (U.S. Department of Commerce, 1979). Therefore, both 
certificate-of-need requirements for customers as well as.market growth 
for suppliers need to be controlled in order to examine the effects of EHS 
regulations on manufacturers' strategic choices. These arguments lead to 
the second and third hypotheses. 

H2: Con trolling for market growth and certificate-of- need require- | 
ments, increased customer iiu ird will increase competitor uncer- 
tainty. | 

H3: Controlling for market growth and raian need require- . 

ments, increased PMI udi acid will increase competitor un- 
certainty. 
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Firm-Speciic Variables 


Inventions. The first firm- Specific variable of concern is the invention 
of new products by a firm. Two conipeting theoretical frameworks for ex- 
plaining the effect of regulation on the invention strategy have been devel- 
oped. Some economic theorists, such as Galbraith (1952), have argued that 
highly concentrated industries with high barriers to entry facilitate the se- 
lection of more risky invention choices leading to technological progress 
because: (1) these economic conditions tend to boost profits, thereby pro- 
viding the needed financial resources to engage in risky R&D; and (2) the 
inventors are protected from imitators likely to steal the idea and thereby 
reduce the monetary gains that are necessary to induce the risk. The first 
part of Galbraith's argument is similar to the concept of slack induced long 
term innovation as proposed by Cyert and March (1963). At the technical 
level, Allen, Utterback, Sirbu, Ashford, and Holloman (1978) have argued 
that regulation is conducive to invention because it provides clearer specifica- 
tions of performance, which reduces the inventor's design uncertainty. Reg- 
ulations help to specify more clearly the design envelope within which the 
invention must conform. These clearer specifications help to speed up the 
process by allowing the inventors to gauge their progress more accurately 
in terms of meeting requirements such as cost, weight, energy consump- 
tion, resolution, channel isolation, or dosage rates. | 

Opposing the theoretical view that the choice of the riskier invention alter- 
native is enhanced by regulation is the theoretical position that regulation, 
by increasing the market's concentration, may act to drive out the smaller, 
more adaptive and therefore more inventive firms from the market. The 
economic evidence is abundant that although the number of inventions in- 
creases continuously with firm size, it decreases in efficiency for firms above 
the medium size range, roughly $75 million to $200 million sales, in most 


industries (Greer, 1980). The technical argument of Allen et al. (1978) de- - 


scribed previously also is opposed by Rubenstein and Ettlie (1979). They 
argued that regulation may focus inventions to meet clearer standards of 
performance, but it also may retard invention of alternative and perhaps 
better solutions to the problem addressed by the mandate. These arguments 
find their counterpart in Cyert and March's (1963) proposal of a problem 
-or need focused theory of short term innovation in which smaller firms 
without sufficient slack or that experience problems engage in probabilistic 
search. Failure or lack of success thus leads to search that leads to new 
solutions, that is, inventions. To the extent that less successful firms are 
also smaller, this is a perspective compatible with the view that smaller firms 
are more inventive (at least for short term problem solving inventions). 
A major problem with the evidence and theory to date on these alterna-. 
tive views of choice of the riskier invention alternative is the failure to ac- 
count for differences in the technical opportunities available in different 
industries (Nelson.& Winter, 1977), the level of enforcement of the regula- 
tions, and the cause and effect linkages in the chain of events (Hill, 1975). 
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In the present study, technical opportunity is controlled by sampling one 
industry. The level of enforcement is controlled by analyzing one regula- 
tion and enforcement agency. The cause and effect linkages are considered 
. explicitly through the use of path analysis as opposed to noe such as 
time-series analysis. 

The argument here is that when technical opportunities and enforcement 
levels are explicitly controlled, invention as a-strategic alternative will decline 
for all firms, but larger firms will be more inventive because they will be 
best able to risk the uncertainty of invention because of greater slack. This 
reasoning is presented in the fourth and fifth hypotheses. 

H4: Controlling for firm size, increased customer and competitive | 
uncertainty will increase the choice of less risky strategic alternatives 
(diversification, outsiders on the board, board size, joining trade as- 
sociations). p 

H5: Controlling for size, increased customer uncertainty and com- ` 
petitor uncertainty will reduce the choice of the riskier invention strat- 


Organizational Size. The second firm-specific variable is organizational 
.Ssize. Some have argued that large size and its resulting formalization and 
standardization (Child, 1973) decreases the organization's ability to innovate 
(Scherer, 1970). However, large organizations should have greater slack 
because they have greater sales, more capital and human assets, and con- 
sequently a greater capacity to absorb the uncertainties posed by regula- 
tion. Therefore, larger organizations should be more able to engage in long 
term risky inventions.as well as less risky alternatives. 

. H6: If competitive uncertainty and certificate-of-need requirements 

are controlled, larger firms will develop more inventions than smaller 

firms, 

Diversification. The third firm-specific variable of concern is the organiza- 
| tion' 8 diversification strategy. Diversification represents a prevention strategy 
(Scott et al., 1981) that attempts to exert direct control (Katz & Kahn, 1978) 
over the environment by spreading the risk to the firm from any single prod- 
uct market. The threat of loss from any single product market is offset, 
hopefully, by the opportunity for gain in another product market. 

Outsiders on the Board. The fourth firm-specific variable concerns 
changes in the composition of the firm's board of directors by increasing 
the proportion of outsiders. This alternative strategy may be achieved either 
by maintaining the same absolute board size, but substituting outsiders for 
insiders, or by adding outsiders to the existing board and thereby i increas- 
ing its size. 

Increasing the proportion of outsiders on the board should allow for more 
indirect control over the environment (Katz & Kahn, 1978) through better 
forecasting of what otherwise would be unpredictable behavior by critical 
elements of the focal organization's task environment. Such forecasts are 
thought to provide the focal organization with concurrent insider infor- 
mation about the other organizations’ likely actions (Scott et al., 1981) or by 
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insuring a steady supply of critical resources such as capital or labor (Pen- 
- nings, 1980). Thus, bankers who represent sources of financing or labor 
leaders (e.g., Chrysler) may appear as directors. 

Board Size. The fifth firm-specific variable concerns increased board size, 
which, as indicated above, may result from adding outsiders to an existing 
board without replacement or, alternatively, from adding more outsiders, 
or a combination of insiders and outsiders. Increasing the number of out- 
siders is a strategy that increases the representation of important external 
constituent groups. Such a strategic alternative would enable an organiza- 
tion to maintain greater direct control over its external dependencies (Katz 
& Kahn, 1978) by insuring a favorable balance of voting strength on any 
board, particularly one that includes outsiders. 

Trade Association Memberships. The sixth and final firm-specific vari- 
able concerns trade association memberships. Organizations may join to- 
gether into trade associations in order to forecast changes (Scott et al., 1981) 
or to exert indirect control over their environment (Katz & Kahn, 1978) 
by amplifying the influence of any single firm in pending legislation or in 
negotiating with regulatory bodies. Trade associations then may seek to 
work singly or in combination with other associations to reduce uncertain- 
ty for its members. 

These strategies for reducing. environmentally induced uncertainty may 
be pursued separately or in combination. Table 1 presents strategic alter- 
natives together with their classification. 


Table 1 
Tom Alternative Classification 





Ch gl ` sth i; ; i 
Strategic Penninga tt et al. Katz & Kahn 
Alternatives  : ‘Uncertainty (1981) . n7 . (i978) 
on High `` Prevention Prevention Direct control-internal 

Diversification Prevention Direct control 

i on board Low Forecasting Forecasting : [Indirect 
Size of board Low l Forecasting Indirect control 
Trade asociation Low — Forecasting Indirect control 
The Industry 


A single industry is examined fiere to control for the effect of different 
technical opportunities between industries. This industry, the medical X- 
ray manufacturing industry, is a high technology area vital to the health 
and welfare of society and an important link in the U.S. balance of payments 
(U.S. Department of Commerce, 1979). It has had close ties with the semi- 
conductor and computer fields and is the industry in which the 1979 Nobel 
Prize in Physiology or Medicine was jointly awarded to Allan Cormack 
of Tufts University and Godfrey Hounsfield of EMI, Ltd. for pioneering 
the CAT (for computerized àxial tomography) scanner (DiChiro & Brooks, 
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1979). The CAT scanner, however, has been the only radically new inven- 
- tion since X-rays were discovered: Most inventions have been aimed at long 
term product improvements. 


. The meauanons 


X-rays, however: have not been without their dangers. In the year after 
their discovery X-rays were first used to treat breast cancer, and the first 
X-ray injury was reported. These early injuries led the first British Roent- 
gen Society to propose radiation protection in 1915, which was adopted 
in England in 1921 and in the United States by the American Roentgen 
Society in 1922. The industry was essentially self-regulating until 1967, when 
the public learned that the General Electric Company had recalled 90,000 
color television sets. As a result of public concern, the U.S. Congress intro- 
düced several bills to regulate X-ray devices (Brodeur, 1977). These bills 
- resulted in P.O. 90-602, the Radiation Control for Health and Safety Act 
of 1968, which was signed into law by President Johnson on October 18, 
1969. On August 1, 1976, President Ford signed P.L. 94-295, the Medical 
Device Amendments of 1976, which further regulated the manufacture of 
radiological devices used in medicine. 

The Radiation Control for Health and Safety Act of 1968 authorized 
the Secretary of Health, Education, and Welfare (HEW) to establish a broad 
program to coordinate, conduct, and support research on radiation hazards 
and to develop and administer performance standards that would minimize 
unnecessary emissions of X-rays and other radiation from electronic prod- 
ucts. The Environmental Control Administration's Bureau of Radiological 
Health (BRH) was given responsibility for administering its provisions and 
promulgated its medical X-ray standard in 1974. ` 

The standards authorized by the 1968 act were of intermediate severity. 
They were not as severe as those that required premarket clearance, as the 
: pharmaceutical industry standards did or as the 1976 Medical Device 
Amendments would. Nor were they so lenient as to require only registra- 
tion of manufacturers and importers. They did require changes in manufac- 
turing procedures, record keeping, and testing of products that were sub- 
ject to BRH inspection. Existing equipment manufactured prior to the stan- 
dards was protected by a “‘grandfather clause,” but all new X-ray equip- 
ment manufactured or imported for sale in the United States was required 
to meet the new safety standards. These standards basically improved the 
shielding, reduced exposure time, and improyed the accuracy of the X-ray 
l beam. 


Method | 
Data - 


.. Data were c obtained from archival sources, questionnaire responses, and 
interviews. With one exception, the analysis was based on archival data. 


Y 


h 
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This one easton was the use of questionnaire data for measuring the 


7 - trade association membership variable. However, even in this instance, trade 
-association membership lists for available years were used to verify the ques- 


tionnaire responses. The interview and remaining questionnaire data were 
used to provide the background necessary. to classify and interpret the quan- 
titative analysis. - 
.. In March 1980, 11 in-depth semistructiired. AA of up to two hours 
. were held with congressional representatives and: administrators from the 
. Bureau of Radiological Health, the Bureau of Medical Devices, the Na- 
tional Electrical Manufacturers Association, the Health Industries Manu- . 
facturing Association, and the American Association for Medical instrumen- 
tation. These intetviews gathered qualitative data on appropriate classifica- 
. tion systemis to use in analyzing the archival data as well as improving ques- 
tionnaire response rates and providing insights into the context of regula- - 
. tion and the relationships between organizations. The classification that 
- "emerged from these interviews divided manufacturers by size and by those 
.. manufacturing original equipment and those ee component as- 
i semblies (e:g., X-ray tubes). — ` 
"Questionnaire responses were collected i in 1 1980 from firms representing 
62 percent of the medical diagnosis and medical therapy market segments 


`- (75 percent response rate). These questionnaire responses were limited to 


being cross-sectional and, except for trade association memberships, were 
not on a directly comparable time scale to the. archival records also col- 
lected. Questionnairé responses allowed the medical diagnosis and medical 
' therapy market segments of the industry to be identified further; the original 
equipment manufacturers from these segments. are reported here. 

Based on the interviews and questionnaires, seven firms were identified 
for which archival data were available that accounted for 78 percent of 
~ the medical diagnostic market and 90 percent : of the medical therapy market 
in 1980. These seven. firms ranged in size from a firm with $18 billion in 
. total 1977 sales to a firm with $35: million in total 1977 sales. . 

It is possible that if the share of the market accounted for by the top 
four firms remained constant over the 16-year period, the concentration 
| ratio would approach an ipsitive measure of the top four firms in compar- 
ison to the other three firms in the sample. In order to check for this possi- 

. ` bility, data from 1974 on market share were obtained (Hale & Hale, 1975). 
Comparing the 1980 data obtained from questionnaires with these 1974 


` data, major changes in market leadership were identified. Unfortunately, 


. market share datà were not available prior to 1974. However, based on 
. an average growth rate of 23.3 percent over. the total 16 years studied in 
. constant 1972. dollars (20.8 percent growth through 1974 and 33.7 percent 

after) the medical X-ray market grew in excess of the U.S. economy through- 
out the 16-year period. In addition, one would expect even greater compe- 
. tition and volatility over market share earlier in the growth phase (e.g., 
growth between 1961 and 1962 was 1 percent) as firms sought to increase 
their share so as to increase their volume, lower their costs, and achieve 
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higher profitability. Only the dominant firm in the industry retained its 
relative rank increasing its market share from 22:5 percent to. 30 percent 
between 1974 and 1980. The sixth ranked firm in 1974 with a 10 percent 
share of the market increased its share to 18 percent in 1980, ranking sec- 
ond. The fourth ranked firm in 1974, with a 12.5 percent share, increased 

its share to 16 percent by 1980 and ranked third. The third ranked firm 
in 1974 dropped out of. the top seven entirely by 1980, along with the fifth 
ranked firm. Clearly, the concern over a possible ipsitive measure is not 
based on the facts within this industry. 

In addition to helping identify the dominant firms in thé iaréet ques- 
tionnaire responses also were used to verify interview data that patent ap- 
plications were a meaningful measure of new product invention in.this in- 
dustry, that the development of new. products was important for each firm's 
economic success, and that firms sought to. stabilize their regulatory envi- 
ronment in order to reduce uncertainty. 

Archival data were collected from U.S. Gorenment documents, corporate 
records, investor services, and trade association records froni 1962 to 1977. 


Government statistics on industry sales and market concentration were ob- - 


tained at the 4-digit Standard Industrial Classification (SIC: 3693) level Or 
- finer (SIC: 3693101 = diagnostic and 3693105 = therapy). Both. segments of 
the medical X-ray: manufacturing industry were included. in the analysis 
because all firms studied participated i in both segments..Coverage ratios 
were greater than’.90 in all situations in which governmental data were used. 
However, these 16 years of ‘data were limited by the various classification 
methods i in use, the time of sortem, and the degree of market dicis 


Measurement : 
Variables; 11 in — were measured from 1962 through 1977 ina 


pooled cross-sectional time-series design with the firm as the init of analysis. 
This design used data for each of seven firms (cross-sectional) over the 


16-year (1962-1977) period (time-series). There were, therefore, 112 data ` 


points (7x16 = 112) for each of the 11 variables measured. . 


Each of the 11 variables was measured as an attribute of each of the seven _ 
firms over each of the 16 years. These 11 variables include the five industry 
variables that were common to each of the seven firms in a particular year : 
as well as six variables that varied: between firms i in the : same year as well : 


as over different years. 

Although the five-industry variables were common to all seven firms i in 
each year, they also were attributes of each firm because they were ‘‘af- 
fected by environmental variation in the same sorts of ways?" (Hannan & 
Young, 1977, p. 61). Actions by the regulatory agency were available to 


all firms within the industry. Each firm also had the market share of. each ` 


firm in the industry available to it. The changes in total industry sales, 
certificate-of-need requirements, and the value of shipments were all indi- 
cators that were equally available to all seven firms for each year ànd that 
affected -each firm in. the same ways. 


4 
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^ The key assumptions here are that all firms had equal accéss to these 


S dat and were likely to be affected similarly. These assumptions are war- 
jj -ranted because of sevetal key characteristics of this industry. First, the firms 
. ` -were all members of the same trade association, which issued frequent in- 

—formational announcements to its members on areas of common interest 
- , Such as government actions and industry sales. Second, the government 


regulatory agency frequently publicly announced the results of its. activities. 


.. . Finally, it also is reasonable to assume that these sever firms were aware 

.- , of thisinformation because they: were. fiercely competing for market share 

.. ina high technology growth market, and to ignore these sources of infor- 
mation would:have meant early failure after substantial investment. - 


The five variables that were common to all seven firms within each year 
obviously did not vary.between firms within a given year, but each of the 


 . variables did vary over time. Although there was rio cross-sectional varia- 


tion, the sample size. remained 112. Therefore, the estimation of path co- 


.. efficients such as P21 is based on 112 observations and not 16. The inter- 


| ested reader. should refer to Hannan and Young (1977) for further discus- 
sion on this point. 


Five industry level vatiübies were me. The first of these, reili 


^ tion uncertainty under the Radiation Control for Safety and Health Act, 


was measured by the annual frequency of activities such as standards prom- 
ulgation and enforcement actioris as reported in the Bureau of Radiological 
Health's annual reports. The second industry variable, corisumer uncer- 


^ ‘tainty, was measured by industry sales' volatility from the annual percent- 


age change in the industry's value of shipments adjusted for inflation (Pfef- 


. . fer & Salancik, 1978). Competitive uncertainty (oligopoly) was the third 


industry level variable and was measured from the-market concentration 


of the four largest firms from indices reported by the Bureau of the Cen- 
` Sus every four years; intervening years were estimáted by interpolation. The 
fourth industry level variable, certificate-of-need requirements, was mea- 
 sured by the annual number of hospitals (American Hospital Association, 
.. 1962-1977) for states with certificate-of-need requirements (Salkever & Bice, 


- 1979). This.variable represents the annual percentage of continental U.S. 


. hospitals under certificate-of-need requirements from 1962 through 1977. 
.... The fifth and last industry variable, market growth in the medical X-ray 


. industry, was measured as the log of the value of. — adjusted for 


inflation in each year from 1962 through 1977. 


In addition.to these five industry level variables, : Six variables were mea- 


E . sured for each of the seven industry firms over timé. Each firm was mea- 
sured individually on its diversification, percentage of outsiders on the board — 


of directors, board size, relevant X-ray industry trade-association mem- 


. berships, patent applications, and total sales (size). Diversification was mea- 


p 


.: - Sured by the annual number of 4-digit standard industrial classification codes 
. each firm participated in each year (Comanor;. 1965; .Grabowski, 1968; 
Scherer, 1965). It would have been desirable to have data on the organiza- 


tional structure of each firm Over the 16 years in order t to assess the onn | 
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of indirect control exerted on the innovation process; such as the number 
of technical marketing directors. But these data were not available, and 
therefore a cruder indicator of indirect control was used. This indicator 
was the percentage of outsiders as measured by the annual number of board 
members who were not and had not been company officers (Pfeffer, 1972). 
Board size was measured by the annual total. number of board members 
(Pfeffer, 1972). Trade association memberships were measured by identi- 
fying trade associations from the 1980 questionnaire responses and verify- 
ing them with annual trade association membership lists. Invention was 
measured by each firm’s annual patent applications (Hill, 1975) in patent 
class 250 (radiant energy). Organizational size was measured by each firm’s 
annual total sales that had the highest intercorrelation of three alternative 
measures. Total sales correlated higher with total assets (r= + .91) and total 
employees (r= +.92) than assets and employees did with each other 
(r= + .82). | 

The variables, their source, means, standard deviations, and ranges are 
listed in Table 2. As the descriptive statistics in Table 2 indicate, all variables 
except trade association memberships exhibited considerable variation. 
Therefore, except for trade association memberships, it can be said with 
reasonable confidence that the relationships or lack of relationships be- 
tween variables were due to covariation between variables and not due to 
the lack of sufficient variance for any puse variable. 


Analysis 


The analysis iied the five ndasi TE variables common to- cach firm 
in any single year (regulatory uncertainty, customer uncertainty, competitive 
uncertainty, market growth, and certificate-of-need), all measured.at the 
firm level of analysis, together with the six variables measured uniquely 
for each of the seven firms each year in a path analysis using a pooled cross- 
sectional time-series design with the firm as the unit of analysis. ` 

The pooling of cross-sectional and time series data is to be recommended 
for clarifying causal sequences and for understanding dynamic processes 
(Hannan & Young, 1977). Several analytical procedures are available for 
estimating parameters with data in this form. However, the dual assump- 
tions of homoscedasticity and cross-sectional independence must be met 
for cross-sectional data as well as the assumption of uncorrelated residuals 
over time if unbiased estimators are to be obtained. Fortunately, well known 
procedures exist for meeting both sets of assumptions. The procedure used 
here was initially to test for autocorrelation by conducting an ordinary least 
squares (OLS) analysis. This initial analysis indicated the preserice of auto- 
correlation, which would cause the OLS parameter estimates to be biased. 
The autocorrelation in the time series was corrected by using a first order 
autoregressive model in which the autoregressive parameter rho was esti- 
. mated by a least squares procedure using a Cochrane-Orcutt type iterative 
procedure (White,.1978). This correction procedure eliminates the need to 


» 


o oo o 


‘ssy drgsisquisur ` = ee uonepos 


eot ? | up wopeposm spen pue sorod Smee) «m spen jo qium [UNUD -Vonapooss apri. UH 


"SIOqUISUI 


9p £T a. re ar : suodarpemmy preoq JO qumu [wp pu sr punog Op 


‘ago Áueduoo 
i A Š | E. 


> ^. 6161) Sot] poe maaayos. , Dooma anono pein sqeMenp E AT | 
' © SROdON jouasnpuy . "wopegur 103 paym{pe jo 


[2 9vI = Adienpuy: janet “(LL6T-Z961) ITON jo “E S'N. , nra [eprmpur Jo 3o] peiuny 74444018 T2342 p" 


! *AQSTp, 
“sammofmunpy fo msusy '(LL61-C961) © A Uy Suri soS1s[ IDOJ 10] Ore: UOfrerjuoouco. 


"o, 98S _Anwipuy , siao Jo meamg Soumo jo “Idad $n Uy uOpspreA [enuuv AJUDAN 24H]Joduio;) `E 


M ‘suoday jmpusmpu] . — "UonWgu; 30; poisnfps suuoxudpgs jo.onqeA Ansnp 
EL — Énsmpul , fram “(LL61-7961) aoro) JO "EXT E'N) Mf UY GoreLEA [Urümry :(Qujppsoun JALOIN "7 


e (LLG]-C961) s0doy muny (Erg) mro pasao JO MST OnSS[.O] SHANI HYE Jo ums — 


E  Ínmpm Twofioomea jo mang ' ATH xa EN Uf VORUPEA [enun :4upDU4soum AIOMBA I 





opseg pde nog aim 
— od 5. TAL eda d us 


. 504 Academy -of Management Journal September 


use difference scores or other methods to reduce the autocorrelation. The 
interested reader should refer to Dhrymes (1971) for a detailed discussion 
of this procedure. 

The assumption of Romoscsdadidty and cross-sectional independence 
was corrected using the least squares with dummy variable (LSDV) proce- 
dure (Hannan & Young, 1977; Kmenta, 1971) and alternatively firm size. 
In both cases, results were similar and the findings reported in the next 
section report only the controls for size because they directly relate to the 
hypotheses. Because the only cross-sectional variance to be explained was 
in the six individual firm variables, this procedure helped insure that the 
. two cross-sectional assumptions were met. The five industry level variables 
did not vary across firms and, therefore, there was not cross-sectional vari- 
ance to be explained or controlled. 

Path analysis rather than more traditional time-series snalysis was used 
because it was the most appropriate method to explore the network of cause 
and effect linkages (Hannan & Young, 1977), one of the major weaknesses 
of previous studies as noted earlier (Hill, 1975): Path analysis is essentially 
a method that uses sequential régression. analysis of standardized .antece- 
dent and dependent variables at various points in the model, which allows 
the zero-order correlations between variables to be broken down into direct 
and indirect effects with a direction of causality suggested by the set of 
structural equations used (Blalock,.1971).  - 


: Results 


- Thetheory of organizational response to geas giana uncertainty 
argues that large and small firms will seek to reduce the uncertainty by in- 
creasing the less risky. strategies such as diversification, outsiders on the 
board, board size, and trade association activities, and reducing riskier strat- 
egies such as the invention of new products. However, because of their size 
and additional organizational slack, larger firms were predicted to be able. 
to engage in the riskier invention strategy better than smaller firms, even 
under conditions of increased uncertainty. The findings presented in Figure 
2 and Tables 3 and 4 generally support these arguments. — 

Referring to Figure 2'and the supplemental data in Tables 3 and 4, the - 
regulatory activities of the Bureau of Radiological Health directly affected 
customer uncertainty (P51 = + .77), supporting the first hypothesis. Con- 
trary to the second hypothesis, customer uncertainty was found to decrease 
rather than increase competitor uncertainty. This effect would seem most 
likely to occur when the customer uncertainty acts as an entry barrier, keep- 
ing new eritrants out and causing marginal firms already in the industry 
to leave. Regulatory uncertainty positively increased competitive uncertainty 
directly (P21 = + .20), supporting the third hypothesis. Certificate-of-need 
requirements were not significantly related to competitor uncertainty 
(P23 = +.03). Increased competitor uncertainty, in turn, was found to have 
a significant effect on diversification (P62= +. 33), percentage of outsiders 





al: Regulatory AE ee ere LOT EE certi cold: l 
4: X-ray market growth; 5: customer uncertainty; 6: diversification; 7: outsiders on boar o dice 
tors; 8: size of board of directors; 9: trade association memberships; 10: ee 11: size of firm. 

5Not ot significant at 05 level or greater. 

a aa 


. on the board (P72 = —.38), and invention ee — 25), supporting the 
fourth and fifth hypotheses.. | 

In order to interpret these findings accurately it is necessary to under- 
` stand the nature of the variation in market concentration from 1962 to 1977. 
The industry began this period with the. largest four firms: controlling 67 
percent of the market, and over time the market became less concentrated, 
ending in 1977 with the four largest firms controlling 48 percent of the mar- 
ket. Thus, the market became increasingly oligopolistic during this period 
and, hence, given the earlier discussion, more uncertain. Therefore, increas- 
ing competitive uncertainty led to increasing diversification, fewer outsiders 
on the board, and less invention. Firm size was is found to lead to significantly . 
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Table 4 | 
- Standardized and Nonstandardized Coefficients, Standard Error, 
: and Confidence Intervals in Figure 2 Model Parameters 


Path 





(Sto beiei Nonstandardized 
Regression Regression — Standard 
py id Coefficient Errorof ^ > t-Value 
Path = B - B aS.) 
P51 TIT ` o2 —— .002 8.59** (l9 d.f. 
P53- -.16 -.002 001 -1.70 (109 d.f. 
P21 .20 .07 22 -3.22** (107 d. 
P25 -.29 > -3.64 ^67 5.47** (107 d. 
P23 03 - .006- .009 -.67 (107 d. 
P24 47 ` 1.04 ..112 -8.73** (107 d. 
P62 33. 28 14 07 -1.98** (108 d. 
P63 -—14 - -.02 - ,03 -.85 (108 d.f. 
P611 .14 . .0002 .0001 1.53 (108 d.f. 
-.38 - -.B8 .37 2.41** (108 d.f. 
-.25 -.11 .69 1.62 (108 d.f. 
P711 -.4§ ~.002 .0004 -5.]9** (s d.f. 
A1 .08 .12 -.64 (108 d.f. 
-.07 -.01 .02 -.46 - me d.f. 
P811 41 ‘0007 14 4.56** (108 d.f. 
' .12 .006 .008 -.73 (108 d.f. 
P93 .07 .0007- .002 .44 (108 d.f. 
P911 35 .00004 .00001 3.89** (108 d.f. 
P102 -.25 -.04 .02 1.98* (109 d.f. 
103 -.15 -.004 - 003 . -1.22 (108 d.f. 
P1011 .67 .0002 .00002 9.61** (108 d.f. 
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|.  *p«.05, two-tailed test 
**p«..01, two-tailed test 


greater invention (P1011 = + .67), supporting the sixth hypothesis. Firm 
size also was found to lead to significantly greater trade association member- 
ships (P911 — + .35), board size (P811 — +.41), and. percentage of outsiders 
on the board (P711 = —.45). Apparently the larger firms in this industry 
- were able to overcome the stultifying effects of larger size and use their 
slack as an effective buffer of uncertainty. Certificate-of-need requirements 
generally were negatively related to the various strategies but were not found 
to be significantly different from zero.. Thus, certificate-of-need require- 
ments appear to have had little effect on the relationships examined here. 


Conclusions 


The enforcement of the 1968 Radiation Control Act has only indirectly 
influenced strategic choices through its effect on market structure. The in- 
fluence of this regulation has been to increase customer uncertainty; leading 
. the smaller and more marginal firms to leave the. market, leading to in- 
creased concentration. Simultaneously, however, market growth had a 
greater impact on market structure by increasing the number of firms enter- 
ing the market. Apparently the enforcement of this EHS regulation has 
not had the effect of increasing barriers to entry. 
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The importance of competitive uncertainty in the strategic choice pro- ` 
cess has important implications for future research on organizational adap- 
tation. Contrary to expectations, this study has found that only competi- 
tive uncertainty affected the choice of adaptation strategies by organiza- 
tional decision makers. The other sources of environmiental uncertainty, 
such as those imposed by regulators or customers, did not affect the adap- 
tive responses directly, but only as they led to changes in competitiveness 
between firms. At higher and lower concentration levels, at which com- 
petitive uncertainty is less, the impact of regulatory and customer uncer- 
tainty on adaptation choices would be expected to be greater. Clearly, these 
findings imply that in oligopolistic markets, strategic choices depend more 
on competition among firms than on the other sources of uncertainty. There- 
fore, the importance of industry concentration may be more important than 
previously realized in organization theory. The work by Hirsch (1975) pro- 
vides similar evidence and, together with the findings presented here, may 
well support increased attention by organization theorists to industrial com- 
petition as a predictor of organizational behavior. 

These findings also generally support the argument that increased oligo- _ 
poly leads to an increase in less risky strategies and a decrease in the riskier . 
invention strategy, but with larger firms being more inventive than smaller . 
ones. The strategic alternatives of the larger firms were more varied and 
hence adaptive, because they included the riskier invention strategy as well . 
as the safer alternatives. The choice of strategies favored by the largest firms 
included increasing the board's size and joining trade associations. Smaller 
firms chose less risky strategies by seeking to insure supplies of critical re- 
sources through increasing the percentage of outsiders on their boards. The 
findings here point to an order of decreasing risk from a high of invention 
down to increased board size, to joining trade associations, to diversifica- = 
tion, to a low of using outsiders on the board. - 

The effect of regulation on invention in the medical X-ray manita z 
ing industry reveals that its primary impact was positive through increas- .- 


ing customer uncertainty, forcing the smaller and more marginal perform- ` 


ing firms out, thereby increasing the industry's concentration. This helped: 
stabilize the environment, which in turn induced firms to engage in increas- - 
ingly risky invention. These findings thus support the Galbraith (1952) and © 
^ Cyert and March (1963) argument that long term invention is facilitated: 
by regulations. However, in this particular industry, these positive effects — 
of regulation (for invention) were offset by more firms entering the market 
because of its growth potential, thus reducing the market's concentration: 
The increasingly competitive uncertainty because of this oligopolistic market 
led to an overall reduction in the invention of X-ray devices, although larger 
firms were more inventive than smaller firms. 

However, these findings should be generalized. with great caution. The 
present study is product (radiant energy) and industry specific. This is an 
industrial products. industry characterized by mature product development 
or static competition (Klein, 1977) with the exception of the CAT scanner 
(invented and introduced by one of the larger firms, EMI, Ltd.). 
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Studying a single market over time has the advantage, noted earlier, of 
controlling for technical opportunities between markets, a major problem 
with many of the earlier innovation studies. In addition, such an approach 
allows for a more careful analysis of the effects of specific forms of regula- 
tions on specific industries. The variety of government regulations is so 
great and unpredictable that treating them in any wide brush approach nearly 
always dooms the results to banal generalities. In spite of these advantages, 
the disadvantage of the present research strategy is that it has more limited 
generalizability. Further study, therefore, is needed in other product markets 
and in other industries on the strategic responses of organizations to specific 
forms of regulation. Such focused studies should result in a fuller under- 
standing of the critical factors that contribute to a government-industry 
relationship that protects the public welfare, improves the economic health 
of the nation, and increases the invention of new and improved products 
and processes for the mutual benefit of all. 
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Merger behavior is explored within the framework of 
the desire tò manage resources and market dependencies. 
It is argued that market power resides in the bilateral rela- 
tionships between buyer and seller, and that these depen- 
dencies influence merger strategy. Results of the study 
indicate that there is such a relationship between merger 
strategy and relative market power. 


As a general theory, mergers can be considered as simply one strategy 
for an organization to manage market and resource contingencies in a world 
of uncertainty. Pfeffer and Salancik, leading proponents of this position, 
forcibly argue that ‘‘the key to organizational survival is the ability to ac- 
quire and maintain resources'' (1978, p. 2) and that mergers area strategy 
for altering organizational interdependence by controlling the context of 
` resource control. This study extends Pfeffer and Salancik’s work. It ex- 
plores merger behavior within the basic framework of resource interdepen- 
dencies by considering the intervening effect of extended rivalry and rela- 
tive power between suppliers and customers (Porter, 1976, 1980). The study 
examines 176 mergers in 11 primary manufacturing industries in order to 
_ extract the relationship between merger strategy and relative power between 
buyers and sellers. Empirical evidence is presented to indicate that there 


-. is such a relationship. The evidence is consistent with the view that organi- 


zations manage their market and resource interdependencies by means of 
merger activity, yet not always enough the dera extension of their or- 
MEE boundaries. 


Merger Theories. 


By — standard neoclassical economic arguments, early explana- 
tions of merger strategies concentrated primarily on demand side factors, 
.such as the growth and profitability of potential merger partners and their 
industries. Substantiation of this position has proven elusive, however. Re- 
search has historically indicated that diversification does not always lead 
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to superior corporate performance (Dewing, 1921; Livermore, 1935). Sub- 
sequent research by Weston and Mansingkha (1971), Rumelt (1974), Holtz- 
man, Copeland, and Hayya (1975), Salter and Weinhold (1979), and others 
generally has drawn the same conclusion, though there is some indication 
that firms diversifying out of inherently low.profit industries perform some- 
what better in the post-merger environment. There is additional evidence 
that mergers are made for growth objectives, rather than for profitability 
objectives (Reid, 1968). Mueller (1969) further developed the ‘‘growth’’ 
thesis by proposing a **managerialism" explanation of mergers tied to ex- 
ecutive compensation. 

The pursuit of growth and profitability across product boundaries has 
led some econornists to postulate that a possible motivation for mergers 
lies in the attainment of **conglomerate power, " in which large diversified 
firms are able to cross-subsidize predatory pricing or confrontation mar- 
ket strategies in one product-market with resources skimmed from other 
business units (Shepherd & Wilcox, 1979). In fact, many of the corporate 
strategy portfolio models, such as the popular Boston Consulting Group's 
growth/share matrix, explicitly outline strategies for cross-subsidization be- 
tween different business units. 

Since the tumultuous merger wave of the middle 1960s, a major rethinking 
of merger theories has occurred, with many of the current paradigms focus- 
ing on the role of input factors in merger and diversification activity: Merger 
models based on input factor considerations essentially posit that firms will 
pursue the potential financial and operating economies achieved by the com- 
bination of synergistic merger candidates (Ansoff, 1965; Levy & Sarnet, 
1970). Although merger theories based on operating synergy appear to be 
persuasive, studies by Kitching (1967), Rumelt (1974), Christensen and 
Montgomery (1981), and Kay (1983) suggest that synergy pursuing strategies 
may be only partially successful. 

Set against the notion of synergy pursuit, which would imply a trend 
toward specialization (synergy-rich) strategies and away from conglomerate 
(synergy-poor) strategies, are merger models based on risk-spreading be- 
havior. Risk-spreading, as an explanation for diversification activity, fol- 
lows from risk/return models of securities, in which the different business 
units of a firm are treated analogously to securities within an investment 
portfolio (Salter & Weinhold, 1979). In such cases, the corporate decision 
maker can be considered a risk-aware investor making diversification choices 
in an uncertain world. The firm selects optimal merger or acquisition can- 
didates based on its risk/return equation. Several studies have indicated, 
however, that although some company specific risk reduction may have 
occurred with mergers, it often is counterbalanced by increased market- 
related risks (Copeland & Weston, 1979). 

Recognizing the importance of a systems perspective, Pfeffer (1972) pro- : 
posed an alternative model of merger behavior by observing that mergers 
are simply one possible strategy for an organization to manage its environ- 
mental interdependencies. The underlying argument is given by Thompson, 
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who writes, '*Organizations under norms of rationality seek to place their 


boundaries around those activities which if left to the task environment 


would be crucial: contingencies” (1967, p. 39). Specifically, Thompsòn views 
vertical integration as ‘‘a major way of expanding organizational domains 
in order to reduce or eliminate significant contingencies’ (1967, p. 41). 


Building on this work and similar organization theoretic positions by Katz 


and Kahn (1966) and Starbuck (1965), Pfeffer attempted to test the hy- 
pothesis that a company would tend to accept a merger that would result 
in the focal organization becoming relatively more. independent. 

Based on this concept of resource ‘‘absorption’’ behavior, Pfeffer ex- 
amined the bivariate correlations between patterns of resource exchange 
and patterns of merger activity; resource exchange being defined as the per- 
centage of one industry's sales made to another industry and the percent- 
age of one industry's purchases from another industry. Pfeffer found that 
the more an industry relies on another industry, in terms of selling outputs 
or purchasing inputs, the more likely an acduisinon will occur in that in- 


dustry. 


The arguments of environmental management as à motivating factor be- 


- hind merger activity are expanded here by considering relative economic 


T ad 


power between sellers and buyers. It is contended that relative power tempers 
the role of resource absorption as a method of resource management and 
opens the way for alternate merger strategies. — evidence i is pro- 


vided to support this hypothesis. 


Market Power and Mergers 


It is widely recognized in both the economics and management literature 
that vertical integration, or resource absorption, i is not thé only method 


of managing resource interdependence, and in many circumstances it may 


not be the best method. Pfeffer and Salancik (1 978), for example, identify 
a number of organizational strategies for managing resource interdepen- 
dence, including adaptation and avoidance, cooperation through joint ven- 
tures, cooptation by interlocking directorates, and social and legal action. 


"This paper focuses on two basic economic options available for securing 


sources of inputs and markets fer outputs: market exchange and internal 
organization. 

A market exchange alternative always exists to in-house absorption : strat- 
egies. For example, a firm has two basic choices in securing inputs: it can 
purchase the necessary components in the market place, in which case the 
distribution of benefits to the contracting parties is a function of the bar- 
gaining process, or it can internalize the input market through backwards 


integration. Firms act as quasi-markets in a sense, and they compete with 


the viability of the open market as a mechanism for obtaining resources 
(Coase, 1937). Imperfections in the marketplace create market costs, which, 
in turn, encourage vertical integration. If market imperfections didn't exist, 

firms could, in me coordinate their resource: problem by market 
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exchange alone, without any need for internal organization. There is a sim- _ 
ilar argument for absorption of contiguous markets by forward integra- 
tion when the costs of dealing with immediate customers runs too high. 
In this light, issues of power must. be made explicit. 

Broadly speaking, bargaining power is simply the ability to influence 
prices, contract conditions, distribution perks, and the like, which ultimately 
affect profitability. Several forces act on a firm's ability to extract favorable 
outcomes when bargaining with suppliers and customers. Dunlop (1944) 
and Lindblom (1948) classified the forces that influence bargaining power 
into three general groups. To summarize: - 

: (1) Tastes, goals, and motivations of the bargaining parties. This includes 
both personal and organizational levels. Personal factors would in- 
clude, for example, attitudes about prolonged and difficult negotia- 
tions and personal goals such as prestige, money, or growth. Orga- 
nizational goals may include economic factors such as shareholder 
profit maximization as well as noneconomic factors such as full em- 
ployment. 

(2) Skills in negotiation techniques. This includes abilities in techniques 
of persuasion and coercion and the skills to ‘‘out-bluff’’ one's op- 
ponent. Dunlop calis this group of skills **pure"' bargaining power 
- (1944, p. 77). - 

(3) Market conditions. 'This includes the degree and type of competition . 
in all markets, which ultimately affects the firm. In particular, the 
degree and type of competition in the markets that sell inputs and 
: purchase outputs are significant factors, as is the substitutability of 
resources and markets. 

Although a full discussion of bargaining power should include factors in 
all three categories listed above, plus other social/political/technical con- . 
siderations, the present analysis is limited primarily to market condition 
factors. 

Galbraith and Stiles (1983) identified dual conditions for market power: 
(1) the essentiality of the product, service, or market that a firm provides 
to others within its chain of production (the movement and transforma- - 
tion of goods from raw material to end user), and (2) the exclusivity by 
. which the firm provides this product, service, or market. The strength of 
the first condition rests on the notion of extended rivalry and the availability 
of substitutable resources. The second exclusivity condition gives rise to 
‘monopoly power” and facilitates what Pfeffer and Salancik call **discre- 
tion over resource allocation’’ (1978, p. 47). If one firm, or an exclusive 
collection of firms, has greater discretion with respect to resources and mar- 
kets, it should be able to exercise greater power in the chain of produc- 
tion. By itself, a firm's reliance on a particular resource or.market does 
not constitute the major problem. Dependence becomes an issue only when 
teamed with adjacent supply and purchase markets that are controlled by 
firms more ae and powerful. 
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In traditional economics market power usually is defined in terms of the . 
number and concentration of sellers in a market, with the argument that 
a few major sellers are able to effect oligopoly or monopoly pricing behavior 
by coordinating market activities and achieving, as a group, greater exclusiv- 
ity and discretion. Because power relationships are bilateral and are tied 
together by the mutual dependence of the market participants—buyers must 
have sellers, and sellers must have buyers—they become important only 
when distributed asymmetrically among market participants. Symmetrically 
distributed power should simply cancel out. Ceteris paribus, the effect of 
a few major sellers may be countered by an equally small number of major 
-buyers: At the micro level of pricing and output decisions, the economic ` 
relationships between interdependent sellers and buyers have been treated 
by various bilateral monopoly and oligopoly models, although a well ar- 
ticulated theory of bilateral monopoly and oligopoly is still pending. 

It can-be safely argued, however, that the degree of bargaining power 
commanded by firms within an industry influences the costs of dealing with 
suppliers and customers. Greater relative power allows firms to diminish 
the transaction costs associated with contracting, recontracting, and policing 
against possible opportunism (Williamson, 1975), as well as securing favor- 
able contract arrangements with suppliers of inputs and purchasers of out- 
puts. When power advantages are exploited, management of resource in- 
terdependence and reduction of uncertainty regarding suppliers and cus- 


` > tomers could likely be better achieved by favorable long term contractual 


arrangements than by vertical mergers. Blois (1972) appropriately labels 
this phenomenon of asymmetries in power distributions ‘‘vertical quasi- 
integration." Quasi-integration may be defined simply as a firm's ability 
to obtain the benefits of vertical integration without the potential costs as- 
sociated: with the physical extension of operations into adjacent phases of 
the production chain (Harrigan, 1983; Porter, 1980). 

As a case in point, thé public investigation into the Rolls Royce bank- 
ruptcy of 1969 revealed several circumstances in which Rolls Royce was 
able to gain advantages because of its position as the dominant customer 
for a number of smaller firms. Rolls Royce represented an essential por- 
tion of total sales for many suppliers. Also, the products of many of these 
Suppliers were specific to Rolls Royce's operations, and they were not easily 

‘transferable to other markets and technologies. Blois (1972) reported that 
the official receiver in the Rolls Royce bankruptcy case found unusually 
large levels of credit extended to Rolls Royce by some of its suppliers, 
whereas a minor customer with less power would likely have been given 
normal credit terms. Perrow (1970) reported a similar situation in which 
large automobile manufacturers were able to audit the inventory and sales 
records of smaller suppliers, an unusual activity that firms enjoying more 
power certainly would have prohibited: Both of these examples are consis- 
tent with the thesis maintained here: when quasi-integration conditions are 


. "evident, absorption strategies are unnecessary and perhaps even counter- 


productive for the advantaged firm. 
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Hypothesis 


The hypothesis follows from the argument that firms enjoying a strong 
relative power base can manage their resource interdependencies through 
market exchanges, that is, through vertical quasi-integration, thus releas- 
ing resources for other forms of diversification activity, such as conglomerate 
and nonmarket related extension strategies. The higher costs of organiz- 
ing conglomerate mergers is balanced by the lower cost of managing re- 
sources.in the firm’s primary market, while providing a hedge against tech- 
nological surprises. Also, mergers along nonmarket links, though not pro- 
. viding the hedging advantages of conglomerate mergers, allow for the re- 
lease of synergy along technological links and effectively utilize resources 
not needed for absorption strategies of managing resource interdependence. 

In juxtaposition, firms suffering from relative power disadvantages may 
find that the market alternative for managing resource interdependence en- 
tails higher market related costs than the costs of managing these resources: 
internally. For these firms, however, two possible in-house strategies exist. 
The first strategy is simply vertical integration into the adjacent supplier 
and buyer markets that the firm desires to control physically. The second 
strategy entails expanding the firm’s power base relative to suppliers and 
customers, thus decreasing the costs of achieving a market solution to man- 
aging resource interdependence. This strategy parallels Galbraith’s (1952) 
thesis of countervailing power, in which countervailing power is defined - 
as the ''self-generating" force to balance seller power by the emergence 
of concentrated groups of suppliers and customers. Relative power.can be 
heightened by increasing the concentration of an industry vis-a-vis suppliers 
and buyers. It therefore follows that horizontal or market expansion 
mergers, which facilitate incremental increases in countervailing power by 
reducing the number of parallel competitors, may also be an appropriate 
strategy for managing resource o eE ca under certain conditions. 
Formally then, l | 

Hl: High relative power. Sncourages conglomerate mergers and/ or ' 
mergers along nonmarket links; low relative power encourages mergers — 
of vertical integration and/or strategies of horizontal and market ex- ` 
pansion mergers. 

There are obvious advantages and disadvantages attached to -— of the 
available strategies. Although vertical integration provides an immediate 
solution to the resource interdependence problem for firms suffering from 
low relative power, the cost of organizing upstream or downstream markets 
internally may be substantial. These organizing costs arise from the increased 
internal coordination and integration of marginally related product-markets. 
Interdependence does not equate to synergy potential. Production, mar- 
keting, distribution, product development, and other activities may be sub- 
stantially different between different firms even though their.products or 
services are interdependent with each other: On the other hand, horizontal 
and market expansion mergers, although cheaper to organize internally 
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vom i —— 
provide only indirect relief from resource dependency problems. Their ef- 
fectiveness is dependent on the explicit or implicit cooperation of. market 
participants to counter. Hi power held by suppliers and customers. 


| Váriables 
! Concentration and Power - | 


Although : many indices of economic power have been suggested i in the 
literature, the most common variant is N-firm seller concentration (SCR) 
as measured by the percentage of an industry's output originating in the 
leading N firms in that industry.. Seller concentration ratios of 4, 8, 20, 
and 50 firms are reported iri thé Census of Manufactures for each manufac- 
turing industry specified by a 4-digit Standard Industrial Classification (SIC) 
code, though the four firm figures are most widely used for research pur- 


| ^. poses. Although the 4-digit SIC industry breakdown provides precise data 


. for product groups, there are two major problems with using these data 
for nierger research. First, merger data as reported by the Federal Trade 
Commission are based on broader industry definitions, sometimes at the 
2-digit level. Identifying an acquiring or acquired firm's primary business 
activity by a single narrow 4-digit product designation makes little sense; 
the majority of large firms are sufficiently diversified to sell products across 
a number of these narrow product definitions (Federal Trade Commission, 
1972). Second, discussions of economic power must consider the degree 
of substitutability of products (Porter, 1980). Alternative sources of sup- 
ply, or substitutable products, dilute the:effect of power that firms might 
have in an industry: buyers, if squeezed too severely, will seek out alterna- 
tive inputs if available. Products defined at 4-digit SIC levels show a higher 
degree of substitutability than products defined at broader levels. For these 
. reasons, plus the desire here to employ thie same level of data as Pfeffer's 
- .: (1972) earlier study on organizational interdependence, economic power 
. is defined utilizing the broader 2-digit industry classifications. There are 
clear advantages in using the 2-digit classification for merger data. It is . 
recognized, however, that the full impact of economic power relationships 
may occur at a more disaggregate level and possibly is measured most ef- 
fectively at the strategic business unit (SBU) level as defined in the profit 
impact of market strategies (PIMS) program (Galbraith & Stiles, 1983). 
.. Weiss (1963) has suggested employing a sales weighted average seller con- _ 
centration ratio (ASCR) for data aggregated at industry classifications 
. broader than the 4-digit level. Weiss calculated ASCRs for 2-digit industries 
by weighting the 4-firm ratio of a particular product (4-digit SIC) by that 
| EOM s percentage of total shipments non BIA TN 
` ASCR, = E S/S(SCR) - PIE Ue osa ' (1) 
i= 1 x = | s 
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where S, = value of shipments in the ith 4-digit product classification, 
= value of total shipments in the ¢th 2-digit industry, — 
SCR, =four firm seller concentration ratio (4-digit SIC), and 
n — number of 4-digit product classifications i in the fth 2-digit — 
industry. | 
Weiss concluded that although the ASCR is ‘‘undeniably rough, it hardly 
is unique among economic indicators in this respect. Its faults seem suffi- 
ciently mild to permit its use in the analysis of a great deal of information 
available only on a basis too aggregative for the use of customary concen- 
tration measures’’ (1963, p. 252). 

ASCR measures the degree of seller power, and buyer concentration ratios 
(BCR) provide a corresponding index for buyer power. As previously dis- 
cussed, the bilateral márket relationships between seller and buyer must 
be made explicit when considering the power relationships. The potential 
effects of high seller concentration may be negated through the coünter- 
vailing power of high buyer concentration. Unlike SCR, howevér, BCRs 
are not published, but they can be inferred from input-output (I-O) tables 
if one assumes that produced factor input/output ratios are identical for - 
all firms. 

Lustgarten (1975) suggested a sales-weighted average of all consuming 
industries, with the weights derived from the I-O tables: 


n l e 
LBCR,= = (A/S cR) "E | Q) 
, Jai | E 


where n = number of consuming industries, , 
~ Xy  =sales of producing industry i to consuming e hc 
S; =total sales of industry i, and 

! SCR4; = 4-firm seller concentration ratio of consuming industry J. 

This calculation produces, as Guth, Schwartz, and Whitcomb (1976) note, 
a 4n-firm BCR rather than a 4-firm BCR. They suggested an alternativé 
estimate of BCR ‘‘by ranking consuming industries by value of concen- 
trated purchases X; (SCRAj), and selecting. the top m totals” (1976, p. 
489). The 4m-firm BCR is: | 7 


BCR(4m) = E Xy/S(SCRA) 005 (8) 
j=1 | | 


Thus values of m equal to 1 would produce 4-firm BCRs, m equal to 
2 gives 8-firm BCRs, and so on. Because ASCR may overstate true SCR 
for the same reason Guth et al. (1976) argued against Lustgarten's calcula- 
tions, it was felt that BCR as computed by BCR(4m) would be the appro- 
priate measure so as not to compound bias problems. In addition, Lust- 
garten’s method requires SCRs for all consuming industries. SCRs, however, 
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are ieporied only for- manufacturing industriés,. and must therefore be es- 
timated for other consumers such as government, services, retailing, and 
households, whereas BCR(4m) requires SCRs for only the top m consum- 
ing industries. 

To compute buyer concentration ratios, the 1958 input-output data: com- 
piled by the U.S. Department of Commerce (1965) and summarized in Leon- 
' tief (1966) were used. It should be noted that the.1947 input-output data 
(which were used in Pfeffer's 1972.study) produced the same results. The 
input-output relationships can be specified at the 2-digit SIC level to con- 
form with the ASCRs presented in Table 1. Because many of the produc- 
ing industries were also major consumers—for example, auto manufacturers 
purchasing autos—m equal to three was selected. This allows for measure- 
. ment of buyer concentration combining the effect of one industry's pur- 
chases with other purchasing industries, yet does not seriously bias the esti- 
. mate Mm oid buyer conan ratios ERETTO are estimated. 
a : 


ce ABCR,- Xy/S(ASCR,) + Xz/S(ASCR) + Xs S(ASCR) 4, 4) 


Wine the three industries selected for weiglitirig are those that result i in 
the-top three values computed from Xy(ASCR). | 
An industry was excluded from the analysis if sales to households: retail, 
. or government excéeded 25 percent of total output, thus effectively elim- 
: inating the need: to- estimate concentration ratios along noncomparable 
- dimensions. The inclusion criteria were satisfied by 11 industries: textiles, 
.' lumber; pulp and paper, chemicals, petroleum ànd coal, rubber, stone (clay 
- and glass), primary metals, fabricated metals, nonelectrical machinery, and 
electrical machinery. ABCR values for these industries are showri in Table 
. 1. To obtain a measure of the degree of power that sellers have with respect 


| l a Tabel © | 
. Relative Power by — SIC Industry. | 


: 
: 
lk 


. . Ratio : 
2-Digit Industry . Ratio (ASCR Ratio (ABCR}> (POW). Classification 
22-234 Textiles 24.7 152 m 16 . Low 
24 Lumber 10.6 5.8 1.8 Low . 
26 - Pulp and paper 21.9 11.7 19 — Low . 
28 Chemicals . 43.4 14.4 3.0 High 
29 Petroleum and coal 9 14.9 . 2.3 Low 
30 Rubber 55.2 9.5 5.8 High 
32 Stone, clay, and giass 42.0 7.6 5.5 High 
33 Primary 1 E 8 24.6 2.0 Low 
| 34 Fabricated metals + 98 . 28 . High - 
35 Non-electrical machinery 31.8 9.0 3.5 : High 
36 Electrical machinery 48.0 10.7 45, E 


‘From Weiss (1963). 

Vl uc duos auia n rr J.S. Department of Commerce, Sepia Y Ead 
pore MESE EI 

Exduding SIC 225. . | s 
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to buyers, the ASCR for each industry was divided by its corresponding 
ABCR. High power (POW) ratios reflect asymmetric seller advantages when 
dealing with immediate customers. 


Merger Data 


Merger data were obtained from the Federal Trade Commission (FTO 
(1972) list of large acquisitions (assets larger than $10 million), 1948-1972. 
Acquisitions for the years 1956-1960 were selected to correspond to the POW 
figures. In all, 1976 mergers were identified in which the acquiring firm 
fell within one of the 11. industries. This represented 72.7 percent of all 
large acquisitions during this. time frame. 

Each merger is classified by the FTC according to the primary strategic 
relationship between the acquiring and acquired firm. Five primary merger 
strategies.are identified: (1) Horizontal mergers involve firms that produce 
one or more of the same, or closely related, products in the same geograph- 
ical area; (2) Vertical mergers occur when the two firms have a buyer-seller 
relationship prior to the merger; (3) Product extension involves firms that 
are functionally related by product, but serve noncompeting markets. Prod- 
uct extension strategies can be considered synergistic along technology links; — 
(4) Market extension occurs when the merging firms sell the same or similar 
products in different geographical areas; (5) Conglomerate mergers are be- 
tween firms that have dissimilar products and markets. 

Whenever a product extension merger was identified by the FIC, yet 
the two firms showed the same 3-digit SIC industry code, it was noted as 
a possible misclassification. Similar. 3-digit SIC codes may represent either 
market extension or horizontal mergers in OG A summary of merger 
data is presented in Table 2 


Table 2 
Type of. Merger Strategy 
| Merger Type 
_ A Market Vertical Product 
Industries Horizontal Extension Integration Extension Conglomerate 
Low power | 
Period and coal JP ` A : : I ja 0 
Pulp paper products 3 
Primary 6 0 6 10 i l 
Lumber i 2 2 2 0 0 
Textiles 4 0 i ^ 8, 5 
Total 30 8 19 25 (8) 9 
2 2 5 9 (4) 2 
Rubber 0 0 0 I 2 
Stone, clay, and glass 1 6 2 3 0 
nachi 1 0 2 12 3 
machinery 1 0 0 15 4 
Fabricated metals 2 0 0 8 2 
Total 7 8 9 48 (11) 13 


A I Ue de of cem tat cuml teen rim dosis Gee ean Edid 
SIC code. These mergers may actually indicate horizontal and/or market expansion strategies. 


"^ 
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"Hypothesis ] was. examined by means of a 2 by 2 € table, with 
the two dimensions defined by strategy type and relative power. If the merger _ 
constituted a horizontal strategy; a market extension strategy, or a vertical 
- integration strategy, it was recorded as a Type I strategy. If the merger 
was classified as either a nonmarket extension strategy or a conglomerate 
strategy it was designated a Type II strategy. Relative power was divided 
into either ‘‘high’’ or ‘‘low’’ depending on the POW values. Because of 

the aggregate nature of indices, the averaging process for obtaining ASCRs, 
and the potential bias problems of ABCR, it was deemed more appropriate 
to assume less demanding nonparametric characteristics for the power data. 
Industries having POW values less than 2.5 thus were classified as holding 
low power positions; POW values greater than 2.5 resulted i ina high power 
position classification. 

If Hypothesis 1 holds, one would expect to find a greater frequency of 
Type II mergers for. industries i in high power positions; Type I mergers should 
dominate industries with a low power position classification. The results 
of the analysis are displayed in Table 3, using the FTC estimate of merger 
type, and in Table 4 when product-extension merger into the same 3-digit 
SIC industry is reclassified as a Type I merger. Table 3 shows 24 Type I 
mergers and 61 Type II mergers in industries enjoying strong power posi- 
tions. Industries with lower power positions, however, erienced only 
34 Type II mergers, but had 57 Type I mergers. With.an X? = 19.57, it can 
be concluded that there is a significant relationship (at the 1 as NED 
piween TANNE power and type of merger. 


Table 3 | mE 
Merger Type x Relative Power Table | 
FTC Classification —— | 
Mee c .. Relative Power Position 
| Low — High 
I dU 007 A 
I 34 : 61 
X2= 19,57 , ZEN 
"P< 01 
“Table 4 
| Merger Type x Relative Power Table 
Reclassification | 
Mus. — Relative Power Position 
_ Type | Low : . High 
I 65: Si e 35 
^ ]H | 26 . 50 
X1 - 15,18" 


*pc.01 
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Table 4, which allows for misclassification by the FTC, also supports 
~ the hypothesis. With these adjustments, 35 Type I and 50 Type II mergers 
are recorded for high: power cells versus 65 Type I and 26 Type II mergers 
for industries suffering low power positions. This association is also sig- 
nificant at the one percent level. 


^' Conclusion 


The study considers relative market power as one determinant of merger 
behavior. It is argued that power is not unitary, but resides in the bilateral 
dependencies between buyer and seller. If merger is considered a strategic 
response to organization and resource interdependence, as Pfeffer and Salan- 
cik (1978) suggest, the importance of relative power in framing merger al- 
ternatives must be considered. It is suggested that managing one’s resource 
environment can take two basic economic forms, a market exchange solu- 
tion or an organizational solution, and that firms enjoying advantages in 
relative power may find a market solution more attractive and less costly 
by enforcing quasi-integration. This releases resources for merger strategies 
not designed for resource management. However, firms in weaker relative 
power positions are more likely to control their resource environment 
through eithér physical absorption by means of vertical integration or ex- 
pansion strategies in line with Galbraith's countervailing power thesis. 

Using a variety of data sources, it was shown that there exists a statistically 
significant relationship between type of merger strategy and relative power. 
Because of the relatively small number of industries examined and the ag- 
gregation problems associated with measuring bilateral power, the find- 
ings in this study must be considered exploratory in nature. | 

The results nonetheless are intriguing. The findings clearly support Pfeffer 
and Salancik's (1978) perspective of examining organizational strategies 
from a resource dependence perspective, yet fit nicely into the institutional 
economic framework of Williamson (1975) and Porter's (1980) notion of 
extended rivalry. In particular, the results fill the empirical gap between 
relative power considerations and resource/market management discussed 
by these authors. The conclusion remains that strategists need to consider 
not only the growth and profitability of markets when making diversifica- 
tion decisions, but also the degree to which extension into these markets 
will alleviate problems associated with relative power and resource depen- 
dency. 

Further considerations of merger activity, resource interdependence, and 
power should be explored on a larger scale, perhaps with a more detailed 
definition of industry classification, broader definitions of power factors 
beyond market conditions, and the inclusion of additional factors such as 
entry barriers. The task remains to expand the concept of bargaining power 
beyond its present contribution and to consider its role in influencing the 
total range of corporate strategy. 


tha 
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Mu Be UR : A comparative study was. dne. on implementing i inno- 
- sh. | "+. . vations by an entrepreneurial-generalist and an efficiency- 

": ,ses8 based specialist organization. :In the generalist organiza- 
: tion administrative innovation was sought by top manage- 
ment-to improve coordination, but was difficult to 

achieve. In the specialist organization, administrative in- 
-novation was more easily uidi But was. less sought © 


x S ics 


in a recent review of the literate on organizational innovation, Daft 
(1982) points out that a major.research interest has been ‘‘the notion of 
how. and why chariges are brought into and implemented within an organi- 

zation"' (p. 131). He goes on to argue, however, that **only a few studies 
have probed into [the] underlying processes [of innovation] or organized 
` general models of innovation" (p. 133). Three questions in particular stand 
out. First, to what extent are models based on a variety: of different kinds 
. of innovation: (developing a new product or market, using à new vaccine) 
applicable to any particular innovation? Second, what effects do the makeup 
and intentions of the adopting organization have in facilitating or impeding 
use of the innovation? Third, does the phrase **the adopting organization'" 
mask systematic difference among parts of the organization in reacting to 
innovations? This paper begins: to develop tentative answers . to ee 


M The each reported bere was supported by the U.S, Off ot EERE EEE FE SAN 
: 23-80 and 20-83. views here are those of the authors and do not necessarily reflect the 
positions of the agencies ae eee ak ee John 
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questions by exploring the implementation of personnel reforms in the fed- 
eral government, drawing on both the innovation literature and recent work 
on organizational strategy. | 

Daft (1978, 1982) has drawn attention to the difference between tecnicos 
and administrative innovations, noting that the two are fostered in different 
structures and have different processual features. Administrative innova- 
tions are ones relating to the management of work processes (goals, policies, 
incentives, coordination, and control); technical innovations relate to the 
work process itself. Daft (1978) found that technical innovations generally 
are produced by technical personnel. Administrative innovations tend to 
be proposed by higher level administrative personnel. To explain these results 
. Daft proposed a dual core model of organizations, as opposed to the single : 

technical core posited by Thompson (1967). Drawing on Burns and Stalker's 
(1961) distinction between organig and mechanistic organizations, Daft 
found: 

In organic organic organizations, the frequency of technical innovation was high, but the fre- 
quency of administrative innovation was low. The freedom that encouraged technical 
innovation also made it hard for administrators to impose administrative innovations ' 
onto the technical personnel (1982, p. 138). . 

He argues that administrative and technical innovations are produced 
and adopted differently and for different reasons. In particular, technical 
innovation is influenced more heavily by. environmental factors (uncertainty 
in supply and product markets, and scientific and technical knowledge), 
but administrative innovation is more responsive to internal needs for coor- 
dination, structuring; and direction. - 

Much enipirical support is found for the association between technical 
innovativeness and organic structure (see Hage & Dewar, 1973, for a review), 
and some support has been advanced for the administrative innovativeness | 
of relatively mechanistic organizations (Daft, 1982; Daft & Becker, 1978; 
Kimberly & Evanisko, 1981). Certainly, one implication of this research 
is that there are at least two different classes of innovations, having char- 
acteristically different proponents, audiences, and outcomes. 

Daft also begins to address the second question by exploring the organiza- 
tional features associated with différent types of innovation decisions. This 
association is made more explicit by drawing on a recent article by Brittain 
and Freeman (1980). These authors posit several strategic positions that 
organizations assume or evolve, and they link these positions to innova- 
tion activity. The two strategic types of interest here are the entrepreneurial 
generalist and the efficiency-based specialist. Similar to prospector organiza- 
tions identified by Miles and Snow (1978), the entrepreneurial generalist 
organization is likely actively to seek out new opportunities that are only 
tangentially related to its existing activities. Such strategies are found more | 
often in environments that are supportive and in which competition is scarce. 
Because competition is not a problem, efficient use of available resources 
usually is not as important as technical innovation, adaptability, and speed. 
Entrepreneurial generalist organizations are likely to employ a workforce 
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. that possesses a-wide range of general skills, thus i increasing the organiza- 
‘tion’s adaptability. These organizations usually. are loosely coupled (W ick, 
1979), decentralized, and otherwise rather organic in character. 
The efficiency-based specialist organization, like the defender in Miles 
and.Snow (1978), is relatively unlikely to seek out new activities. These or- 
ganizations tend to appear in less supportive, more competitive environ- 
ments, in which. successful operations require a high level of efficiency in ` 
resource utilization. These organizations tend to be relatively mechanistic, - 
with a specialized skill and technology mix and a centralized and functionally 
-organized structure. . 

Brittain and. Freeman (1980) argue that entrepreneurial generalist orga- 
nizations also tend to be more technically innovative than efficiency-based 
specialists, largely because of strategic decisions to pursue and locate new 
market niches, and because of the uncertainty and instability of the mar- _ 
- ‘ket niches they occupy. The relatively stable‘environments of specialist Or- 
ganizations discourage innovation, and the low levels of support in their | 
environments discourage expending resources on innovation. — 

Table 1 organizes and extends the foregoing discussion and presents two 
related clusters of variables. One cluster, labelled organizational context, 
describes the two positioning strategies and related contextual features, hy- 
pothesizing that entrepreneurial generalist organizations will tend to flourish . 
in süpportive environments with sparse competition and will tend to have 
organic structures. -By contrast, .efficiency-based specialist organizations 
will tend to be found in competitive environments and will tend P have 
more mechanistic structures. 


| ‘Table1 i; | 
| Strategic Position, Organizational Context, and . 
poe eee to ne Process of Administrative Innovation | 








Strategic Position 
Entrepreneurial. Based 
Generalist 
Organizational Context 
1, Mission . `. Broad Narrow 
Environmental support. . Munificent Sparse 
3. Competition © Weak ; _ „Strong 
4 ` Organic Mechanistic 
rf Spi nara Innovation Process for 4 Administrative Innovations : ? 
1. Kcy p . ` Coordination Efficiency 
2. Policy-level reaction to adminis ‘innovation . ppor ve Indifferent 
to administrative innovation trong Weak 
4. Operations-level reaction to innovation Negative Indifferent 


The third quéstion concerns systematic differences among —U 
segments in response to innovation. The.administrative and technical cores 
posited by Daft (1978) are likely to have very different concerns, and the 
natures of these concerns will vary by positioning strategy, as depicted in 
the bottom panel of Table 1. The administrative problems likely to be found 
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in the entrepreneurial generalist organization will center, around means of 
coordinating and integrating a set of diverse and relatively autonomous 
activities. The prevalence of such control problems in organic organiza- 
tions is well known (Chandler, 1977; Galbraith, 1974; Greiner, 1972; Law- 
rence & Lorsch, 1967). The administrative problems faced by specialist or- 
ganizations are more likely to focus.on efficiently providing a limited range 
of products or services, **doing more with less.” By implication, the ad- 
ministrative core of entrepreneurial generalist organizations is likely to re- 
spond warmly to innovations promising increased coordination. Respond- 
ing to the same innovation, administrators in efficiency-based specialist or- 
ganizations are likely to be less enthusiastic, because this kind of innova- 
tion does not address their most pressing problems. | 

Extending the argüment to the reactions of operations-level personnel 
is likely to produce paradoxical results. Drawing on Daft (1978), operations- 
level personnel are likely to be loosely governed, flexible, and expansive 
in entrepreneurial organizations, and they are likely to resist any encroach- 
ments on their autonomy (also see. Miles and Snow, 1978). They will be 
more closely constrained in specialist organizations in which innovation 
is less valued. Lacking autonomy, operations-level personnel will be less 
able or likely to resist administrative coordination. 

Combining these remarks with the earlier discussion on the simnai 
reactions to innovation leads one to expect that administrative innovations 
promising coordination are likely to be seized on by administrators in en- 
trepreneurial generalist organizations and resisted by their operations-level 
personnel. The same innovation likely will be ignored or implemented pro 
forma by administrators in specialist organizations, and operations-level 
personnel likely will share their lack of enthusiasm and concern. 

The role of positioning strategy in administrative innovation is expected 
to be paradoxical. The implicit logic of the entrepreneurial generalist strat- 

_ egy, emphasizing loose coupling and decentralization, does not directly favor 
administrative innovation—quite the contrary. However, the complexity 
and diversity of entrepreneurial organizations create administrative prob- 
lems in managing the organization, leading managers to seek administra- 
tive innovation in spite of active'and potent resistance from operations- 
level personnel. Administrative innovations are desired not because of strat- 
egy, but. because of how strategy manifests itself within the organization. 
. Two case studies will be developed in which the administrative and op- 
erations-level responses to an innovation are linked to the more general 
positioning strategies of two federal agencies. To be sure, these position- 
ing. strategies are closely related to the respective organizations’ missions, 
environments, and organizational structures. The focus, however, will be 
less on the relations among dimensions within these clusters and more on 
the pattern of administrative and operations-level postures and reactions 
relating to innovation. 


iu oue 
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Data and Methods 


The Civil Service Reform Act of 1978 and its- T ra lenena 
tion in federal agencies represents a good test of the foregoing argument. 
The act represents the first major reform of federal personnel practices since 
. the Pendeélton Act of 1883. Chief among the provisions of the Reform Act 
are the promulgation of annual performance contracts including written 
performance standards for senior and middle-level managers, with raises 
and bonuses tied to rated performance against the standards. ^. 
Tlie reforms were designed to allow substantial latitude to federal agen- 


.. cies in questions of how performarice contracts are constructed, appraisals 


. carried out, and in how compensation is linked to rated performance (Of- 
fice of Personnel Management; 1981). Training for activities mandated by 
 theact, as well as integration of performance standards and appraisal with 
existing administrative planning and control mechanisms, also were left to 
. the agencies’ discretion. - is 

.. The:research underlying this paper is part ofa five-year evaluation of 
the effects of civil service reform conducted in five sites of two federal agen- 
cies, the Environmental Protection Agency (EPA) and the Mine Safety and 

Health Administration (MSHA). This paper draws most heavily from data 
collected in the headquarters sites of the two agencies between February 


. 1980 and March 1981. 


The data reported in this paper encompass three of the four methodologies 
identified by Snow and Hambrick (1980). First, published. accounts of the 
workings of both agencies (Environmental Protection Agency, 1980; Mar- 
cus, 1980; Mine Safety and Health Administration, 1980; National Acad- 
emy of Sciences, 1977; Quarles, 1976), records of congressionai hearings, 
. ` internal agency memoranda, and plans and evaluations provide external 

. assessments or objective indicators in Snow. and Hambrick (1980). 
Second, investigators’ inference is aided by formal and informal inter- 
, Views with more than 200 officials, managers, and. employees of the agen- 
cies from 1980 to the present, Among those interviewed were the chief ad- 
. ministrative officers of the two agencies, members of their staffs respon- 
sible for implementing the reforms, and a ow of operations-level 
managers.  - 
| . Finally, the paper draws on questionnaires distributed to employees i in 
‘MSHA in the summer of 1980 and in EPA in March 1981. In MSHA’s 
- headquarters, questionnaires: were sent to all employees, of which 87 per- 
- cent were returned. This paper relies primarily on the 87 questionnaires 
returned by employees in General Schedule grades 13 and above, corre- 
sponding roughly to middle and upper management. The.data from EPA 
come from a stratified sample of EPA headquarters employees. The return 
rate of 63 percent yielded 213 questionnaires from management employees. 
.. The data permit a variety of measures for each of the concepts listed 

in Table 1. Positioning strategy is measured by historical accounts drawn 


' from published materials and interviews, as well: as the number of pieces 
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of enabling legislation governing the agencies’ activities. Although this mea- 
sure might be considered closer to mandate than strategy, agencies can af- 
fect their legislative base substantially (McCaffrey, 1982). Environmental 
support and competition are assessed qualitatively. Agency structure is mea- 
. sured by the historical fluidity of the two organizations’. structures, the ed- 
ucation and specialization of their respective labor forces, and the distri- : 
bution of influence.in the organization. The second cluster of variables, 
relating to the innovation process, has several components. Administrators' 
interpretations of key agency problems are assessed through interview re- 
sponses to direct questions. Administrative reactions to the innovation (the 
Reform Act) are measured by interview responses and concomitant actions. 
| Operations-level resistance to administrative innovations is assessed. by. mea- 
- sures of trust in agency administration, agreement on agency mission, and 
attitudes toward administrative innovation generally, all measured by ques- 
tionnaires. Finally, operations-level feaction to the reforms is measured 
through questionnaire responses and by activities in opposition to the i im- 
plementation of the reforms. 
Caveats to the current study are in order. The narrative of this study 
is carried through early 1981. Shortly following the Reagan election,. how- 
_ever, changes in the strategies and missions of both these agencies were 
j begun. Further, because these changes i in leadership had widespread im- 
plications for these two agencies (Gaertner, Gaertner, & Devine, 1983) pre- 
senting more recent data would be misleading. Thus, the analysis is com- 
| parative but post hoc, rather than representing: a quasi-experimental design. 


AC m Results 


In many —€—— EPA and MSHA are rather similar. They are both ex- 
ecutive branch regulatory agencies, the missions of which include the regula- 
tion of private sector enterprises. Moreover, both are bound by enabling - 
legislation which is rather specific, frequently mandating certain regulatory 
activities to bé accomplished by certain dates, and both utilize scientific, 
legal, and economic technologies in the creation and enforcement of regula- 
tions (Wilson; 1980). Finally, the two agencies were presented with an iden- 
tical stimulus—the Civil Service Reform Act of 1978—and both agencies 

had substantial flexibility in how they would respond to the reforms. | 
^ -Despite their surface similarities, it is the patterned differences between 
. the two. àgencies that form the basis of the analysis. Profiles of the two 
agencies establish that EPA exemplifies an entrepreneurial generalist or- 
ganization and MSHA is icone characterized as an REDCIEDES: based 
specialist. = 


Positioning Strategy ang Mission in Two Agencies 
Evidence of both pas Histor and cdna intention tends to — the 


characterization of EPA «as having an entrepreneurial generalist strategy 
and of MSHA as an efficiency-based on E 
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Although. early accounts of EPA by contemporaries make no explicit men- 

tion of strategy, they leave little doubt of the early ambience of the agency 

-and its leadership. Quarles refers to the agency as ‘‘sparkling with vital- 
ity” (1976, p. 34), as ‘‘a new agency, aii exciting issue. . .[with] bold posi- 
tions"* (1976, p. 25), and as responding ‘‘to the pressures of the grassroots 
political protest in all the decisions and actions initiated by Bill Ruckelshaus 
as [the agency's first, and current] Administrator" (1976, p. 36). Ruckels- 
haus ‘‘did not seek support for his actions in the established structures of 
l political power. He turned instead directly to the press and to public opin- 
. ion, often in conflict with those very structures’’ (1976, p. 36). The steady 
march of enabling legislation extending the range of EPA’s activities indi- 
cates the agency's entrepreneurial strategy as well. Seven major pieces of 
legislation extending EPA’s mission were passed between 1970 and 1980. 
An examination of EPA’s activities with respect to the most recent legisla- 
tion, dubbed **Superfund," shows that the agency acted to facilitate its 
passage by writing much of the bill; helping to marshal press and public 
support (Magnuson, 1980), and testifying i in support of the bill in Con- 
. gress (Congressional Record, 1980). Importantly, none of these activities 
was forced by existing law, and only indirectly, if at all, by the existing 
mission of the agency. The implication is that it is not simply the nature 
: of EPA's mission that leads to its éntrepreneurial stance, but rather mis- 
sion combined with the operation of an active expansive strategy. 

For MSHA, mission and environment constrain the agency to strategies 
that are intensive rather than extensive. As one agency officer put it, **We 
| get only subtle shifts from administration to administration. The people 
who run this place stay. The things that we do, by and large, are the same." 
The main goals of the agency are to enforce the law, reduce mine deaths 
and injuries, and educate and train miners and mine operators in safe mining / 


.. practices. These have been the agency' s goals for some time, and there is 


no apparent urgency in encouraging new legislation. That new legislation 
in mine safety generally follows mine disasters is evidence of the agency’s 
. basically reactive stance in promoting new: legislation. 


: Environmental Sapport and Competition 


EPA’s mission has received broad-based support in public opinion since . 
'the early 1970s; and, despite recent declines, support for environmental 
regulation remains substantial in most opinion polls (Lipset & Schneider, 
. 1983). The sheer breadth of EPA's mandate encompassing air, water, noise, 
chemical and organic waste, radiation, and pesticides and other toxic mate- — 
rials ensures a. wide range of constituencies whose interests are potentially 
affected by environmental regulation. 

MSHA is less well situated on these counts. Support for add opposition 
to mine safety regulation generally is confined to narrow occupational and 
organizational groupings. Mine safety legislation and support for MSHA's 
activity are responsive mainly to major disasters. Day-to-day mining 
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activity is geographically and occupationally es local that it com- 


mands little widespread attention (Erikson, 1976). 
In terms of competition, MSHA faces.formidable E in broaden- 


ing its mission, but EPA is in a near monopoly position supporting measures . 


‘and regulations to protect the environment. The Bureau of Mines, of which 
MSHA was once a part, the Office of Surface Mining, and the Occupa- 
tional Safety and Health Administration have missions broadly similar to 
MSHA’s, but no other agency has a mission similar to EPA's; Partly, this 
is a matter of design, because EPA was formed to unify the multiple and 

sometimes conflicting agencies all addressing environmental oo 
- (Quarles, noe These differences are summarized in Table 2 


"Table 2 


Summary of Qualitative Y Data Regarding det Differences i in 


Organizational Context*. 


(Entrepreneurial -(Efficiency- 
Generalist) Specialist} 
"Number of ness of careat major enabling Jpn 7 1 
2. ee 
many few 
interest in rógram widespread narrow 
Sources of new on internal external 
. proactive. reactive 
3. tion 
Number of other nm operating in niche 0 : 3 


are omen M LL E 


‘Thus, for MSHA, opportunities for expansion of service into related areas - 


. are constrained by other | agencies that could or may already provide that 
. service. By contrast, for EPA, collaboration or competition in: issue do- 
mains is intraagency rather than interagency. This tends to make the inter- 
nal organizational politics of EPA more active. 


Organizational DUNCIUNG 
The structures of the two agencies reflect their respective strategies, mis 


sions, and environments. Comparisons of their organizational structutes | 


also give the clearest contrasts of their priorities. EPA's organizational struc- 
ture is complex and fluid, shifting with the tides of legislation and admin- 
istration. In 1976, EPA was composed of five major offices each headed 


by an assistant administrator. Two of these offices (the “program”? offices) . 


were responsible for the types of pollution indicated by their iames—Air 
and Waste Management, and Water and Hazardous Materials. Three of- 
fices represented support functions—the offices of Planning and Manage- 
ment, Research and Development, and Enforcement. In 1977 an Office 
of Toxic Substances was added, with Pesticides moving to join it; hazardous 


*» 
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waste management was moved to join the Office of Water and Hazardous 
. Materials; and noise and radiation programs were: added to-the Office of 
Air programs. More recently, an Office of Solid Waste and Emergency Re- 
sponse (including the peripatetic hazardous waste program) was created. 

-By contrast, MSHA’ s structure has remained relatively constant. It is headed 
by an. Assistant Secretary of Labor. The agency has two main offices— 
-Coal Mine Safety and Health, and Metal/Non-metal (non-coal) Safety and 
. Health—and five subordinate offices or directorates. This basic structure 
-~ has been in place since MSHA ION to the a of Labor in 1978. 





oe A i Table 3 " 
p. dew . Agency Differences in Structure. 
EPA MSHA 
Distribution of orce : E 
1. Total is Pis s ; 10,862 3,500 
of total agency workforce in headquarters A ^ $9.2 8.6 
PE > cecidi i i sid ad i 
a. Research and development 26.7 - 5.6 
- b. Enf l 6.9 43.2 
4. Proportion of agency employees in administrative units 15.1 3.2 
"a. Percent manian with PAD. PERET COREE 34.8 ' 9.3 
ecntraliation of decalon-making T D i 95.0 69.0 
6. Rated influence of:* 
&. Regional o 44.0* 31.2 
b. Headquarters enforcement units 49.3* 80.7 
e. administrative unit 73.2* 37.4 
GS 13+ i mace: wore uis: in meny agencies thece is a tendency foc different i 
to have different amounts of influence on policy making in the agency. For each of the follow- 
RAE. cates ies ivan i (i) mo abe ES (2 os lee fle peras a 
_, below." Response categories included (1) no influence, .(2) a little influence, J a modan. ATO 
pear icc Lar ir aa ale E the proportions 


"ih dies a ana po 


Table 3 shows in some ide ways how EPA’s workforce differs from 
MSHA’s. In total labor force, EPA has about three times as many employees 


. ` “as MSHA. EPA’s labor force is predominantly in headquarters; MSHA's 


- is mainly in the field offices, reflecting differences in the administrative 
and operational priorities of the.two agencies. EPA's strategy, supported 
; by its mission, has been to concentrate resources in headquarters, plan- 
. ningrather than enforcing environmental policy. This role is supported by 
. ‘another difference between the.agencies in the relative strengths of research 
. - and development. More thana quarter of EPA headquarters staff isin R&D; 
about 5 percent of MSHA's headquarters personnel are in the analogous 
.. function (Technical Support). As the next item suggests, MSHA’s person- 
. nel are more likely to be directly involved in enforcement activities. Final- 


. .ly, EPA's administrative component is relatively larger than MSHA's. 
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These differences in structural emphasis are mirrored in characteristics 
of the two labor forces. In EPA headquarters, about 35 percent of mana- 
. gers have done Ph;D. level work, compared with only 9 percent of MSHA's 
managers; EPA managers also are more likely to hold a college degree. 
Although MSHA is more decentralized geographically, EPA appears to 
be more decentralized in terms of decision making. About 44 percent of 


EPA's headquarters managers thought that regional offices had a ‘‘great - 


deal" or “‘quite a lot” of influence on policy making:in the agency; only 
31 percent of MSHA’s headquarters managers thought the agency's district 
offices had a similar level of influence. 

Thus, though MSHA has a much larger proportion of its total work- 
force outside headquarters, these units are relatively homogeneous enforce- 
ment functions that perform their tasks according to a standardized set of 
policies and procedures. Further, MSHA’s field organization is functionally 

Specialized, with each separate function reporting to headquarters. In EPA's 
field offices, functions are combined at the regional level and report to a 
regional administrator. 

EPA’s administrative unit is rated as considerably more influential than 
MSHA's. The size and sophistication of this unit reflect the complexity 
of this organization, one in need of considerable investment in staff sup- 
port activity to keep the agency operating proactively. In MSHA, the ad- 
ministrative unit does only traditional administrative, personnel, budget, 
and facilities management activities. The relative lack of influence of the 
administrative unit in MSHA suggests the overall predominance of enforce- 
ment activities in the agency’s mission and strategy. Enforcement units were 
seen to have more influence in MSHA than in EPA.  - 


The evidence suggests that EPA’s structure and workforce are more or- ` 


‘ganic (that is, flexible, decentralized, highly educated, and research oriented) 
than MSHA’s..Although EPA’s size relative to MSHA’s might partly ac- 
count for its greater complexity, flexibility and decentralization are not gen- 
erally associated with size per se (Pugh, Hickson, Hinings, & Turner, 1969). 
Rather, these differences mirror differences in strategy and mission. 


Key Administrative Problems . 


According to one of EPA's high-level administrative officers, ‘The idea 


that government needs less management is absurd—government is under- 


managed.” He gave several reasons. First, “the resolution of policy issues 
in EPA is extraordinarily complex, crossing functional, staff-line and 
professional-administrative divisions.” Second, "creating. dürable vertical 


and horizontal links to hold people accountable" is important but difficult. 


Third, **we need.to recognize that senior government managers are unstable, 
and are chosen for reasons that have little to do with their management 
values—they aren't likely to ever have been managers before. Nonetheless 
they are the managers and need to be serviced. The trick is to design a system 
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which accommodates this, is decentralized: and: yet: maintains dccountabil 
. ity." The first and second problems speak generally to coordination and 
control. within the hierarchy; the third speaks to control: óf the organiza- 
tion overall. Interviews with MSHA's top administrative officers suggest 
no such concerns about coordiriation and control. When asked- whether 
the reforms might i improve planning and coordination, one agency officer 


. replied; ‘‘That isn’t much of a problem here. We deal with each other on 


a day-to-day basis." The same officer said, ‘‘If you learn how to ask the 


. right questions, you can learn to solve any problem from a managerial per-- 


spective.’ Generally, informal interaction rather than formal ee were 


T sufficient to deal with problems. of coordination. . 


This informality among top managers is possible for several reasons. First, 
‘the mission of this agency is relatively narrow. As a result, its managers 
. tendto come from similar backgrounds, resulting i in.a commonality of per- 
spective that facilitates informal coordination. Second, the careers of many - 
of MSHAvs top managers have intersected at various points so that they 
also have a history-of working together that enhances their ability to inter- 
. act. Third, because the agency's work is fairly prescribéd, it lends itself 
.to eee of rules and procedures at INE levels. 


7 Table4 l 
pe of Qualitative Data Regarding "s 
Key Administrative Problems and Policy-Level Reucuod. l 
E to Administrative Innovation 


EPA . MSHA 
1. Key problems . coordination efficiency 
accountability - - difficult easy 
Top career management stability. ` low high 
Systems required for coordination — . formal informal 
Top career managers’ backgrounds. - diverse similar 
Use of. standardized procedures at lower levels low 
2. reaction to adminis - supportive indifferent 
lementation of innovation as. mandated 
View o MEME useful. redundant 
Intended uses of innovation communications unclear 


Thus, problems for. ihe agency tend to revolve aoai Dema the man- 


dated numbers of mine inspections with scarce financial and. human re- 


sources, dealing with the agency's external. constituencies in the absence 

. of broad secular support, and trying to prevent loss of resources in executive 

. and legislative Bugge processes. These differences are summarized į in Table 
4. | 


En 
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Policy-Level Reacnong to Reform 


In both agencies top administrative officials: were thie viewed at — 
regarding what purposes they had in implementing civil service reform, and 
what problems they hoped it would help them solve. Relevant memos; train- 
ing materials, and policy manuals associated with the implementation of 
the Reform Act were scanned. The substantial unanimity among interviews 
and between interview and documentary data allows for unequivocal i in- 
terpretation. 

Top administrative officers in EPA warmly endorsed the Reform Act. 
They testified and lobbied extensively before Congress prior to the bill’s 
passage, and upon passage committed the agency to early and aggressive 
implementation of the act. They even contributed agency funds to the 
government-wide evaluation of the act. EPA was one of only eight agencies. 
in government that volunteered to put merit pay in place a year ahead of 
the mandated implementation date. EPA placed civil service reform as one 
of the agency’s 11 major goals for the 1981 fiscal year, alongside regula- 
tory reform and legislative initiatives. The agency’s fiscal year goals noted 
the.use of the reforms as giving ‘‘managers practical tools for defining clearly 
each employee’s objectives, evaluating performance and rewarding superior 
performance” (Environmental Protection Agency, 1980, p. 3). This was 
part of the broader goal of management reform urging top administrators 
. to “explore alternatives, communicate important choices to senior managers 
and build consensus" (Environmental Protection Agency, 1980, p. 3). These 
latter comments should be seen in the broader context of agency problems 
spoken of above. Agency administrative managers saw the main agency 
problems as coordination and control of EPA's diverse activities, and they 
saw the Reform Act as providing tools that would help solve these problems. 

Interviews with EPA's administrative officers make this connection more 
explicit. They saw merit pay and performance standards as one of three 
major integrative management control systémis (alongside zero-based bud- 
geting and internal review-and-concurrence procedures). According to one 
administrator, these crosscutting mechanisms would, it was hoped, ‘‘link 
professionals with front-line personnel and create linkages i across functions, 
thereby creating accountability and lowering suspicions.' "He went on to 
say that ‘‘of course, in a different agency I'd do this a different way. In 
a simpler, less complex agency different controls would be appropriate. 
We [at EPA] need to structure the resolution of complex policy issues.” 
 Interms of reliance on the reforms, integration of the reforms with other 
management controls, and in sending signals that the innovations were to 
be taken seriously, EPA's administrative management banked heavily on 
the Reform Act. ` 

MSHA’s reaction was far more é sedate. The precise determination of an 
absence of enthusiasm is rather. difficult, but documentary and interview 
evidence suggest that MSHA’s administrators opted for a low-risk/low- 
gain approach to the reforms. One agency officer pointed out that managers 
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in MSHA had had a hard time being convinced ‘‘that there are any benefits 
to the new [performance appraisal and merit pay] system. They are not 
. sure performance standards get them what they need. We are not getting 
. any more commitment from our people and we're not getting any more 
work out of our supervisors." This manager and others consistently eval- 
uated the act on efficiency criteria. Another manager noted that the re- 
forms '*were not seen as providing a tool for management." Yet another 
agency officer admitted that the agency had ‘‘no particular enthusiasm for 
the reforms." Consequently, MSHA's management made few efforts to 
publicize the reforms as EPA's had, devoted few staff resources to imple- 
mentation, and made few efforts to integrate performance standards into 
other agency management systems. MSHA chose to implement the reforms 
with ‘‘as little disruption as possible," not expecting to gain much from 
them or willing to risk much. When asked whether they saw the reforms 
as a work planning device, managers replied with bewildered negative re- - 
sponses. Said one official, ‘“Why do we need that? We have MBO.” 

The last comment may give the impression that the reforms were not, 
even potentially, a major reform in MSHA, because MSHA already had 
sophisticated management systems in place. This is not quite the case, how- 
ever. Management-by-objectives had only recently been put in place, and 
then in only certain parts of the agency. Moreover, nowhere was this sys- 
tem linked to individual responsibility and appraisal, the main aim of the 
reform provisions dealt with here. Rather, MSHA’s existing management 
‘systems were already seen as sufficient for the agency's needs, which were 
not great. Finally, in EPA, which already had fairly sophisticated tracking 
systems, the reforms were certainly not seen as redundant. Administrators 
felt that existing systems were not sufficient to manage the complex, diverse 
activities of the agency. 

Part of the difference in reaction between EPA and MSHA may lie in 
the differences in the influence of administrative versus program offices 
in the two agencies. As the data in Table 3 suggest, the influence of the 
" administrative function in EPA would allow EPA, at least initially, to take 
an aggressive stance.toward the reforms. The low influence of MSHA's 
administrative unit, by contrast, contributed to MSHA's sedate policy level 
response to the reforms. 


Resistance of Operations-Level Personnel to Administrative Coordination 


Questionnaire evidence collected in the two agencies suggests.a much 
greater resistance to administrative coordination among EPA’s operating 
level personnel than MSHA’s. The first two items.in Table 5 suggest this 
result in general terms—EPA's managers have less confidence in the chain 
of command than MSHA’s and are more likely to distrust agency 
management. . 

MSHA’s managers also are much more likely to share a view of stability 
about their eee and consensus about their mission n than EPA's man- 
. agers (items 3, 4, 5, and 6). 
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. Table 5 
Agency Differences in Operations-Level Resistance 
to Administrative Innovation 


of 
GS 13+ Managers Who 
Agree or Strongly Agree* 
A 
eadquarters Headquarters 
N=213 ` N= 87 
1. A good management system is one that uses the chain of com- 
mand to make things happen. 62.3* 84.7 
i rooms cried ee 37.6* . 93 
3. In the past few years, how important has loyalty to the mission 
of the agency been in making promotion decisions (very or all 
important)? 30,4* 44.1 
4. When problems come up in this agency, people in my work unit 
generally have similar views. 57.9* 72.6 
5. In the past few years, how important has who you know been 20 
in promotion decisions in the agency (very or all important)? 55.9* 43.9 
6. People in this agency are for personal 
political views. 23.3* '" 40 
7. Overall, this agency is effective in accomplishing its objectives. . 33.1* 83.5 
8. The goals of my work unit are almost always met. 81.3 ' 89.6 


ne eM E LOL RE OEE MOE: 
*Agency differences statistically significant; p< 


It was noted that EPA’s disputes over mission and direction have tended 
to be intramural in the past. These disputes over mission in EPA are likely 
to lead to an internally ‘‘political’’ atmosphere. This attitude is reflected 
particularly in the differences in items 5 and 6. 

One result of EPA’s relatively fractious internal environment is shown 
in items 7 and 8. Only about a third of EPA’s top managers agree that 
the. agency is effective at meeting its goals, as compared with more than 
80 percent of MSHA’s managers. Yet EPA and MSHA managers are nearly 
equally likely to agree that their own work unit’s goals are almost always 
met. EPA managers’ pessimism about agency effectiveness may be attributed 
not to shortfalls in the delivery of promised services, but rather to honest 
disagreements about what the agency ought to be doing. Responses to the 
questions on promotions for ‘‘who you know’’ and perceptions that em- 
ployees are punished for political beliefs are more closely associated with 
beliefs about agency effectiveness (r — -.38) than are perceptions of work 
group effectiveness (r= .21). Thus, beliefs about agency ineffectiveness seem 
to stem from the diversity of views represented by the agency rather than 
actual failures or shortfalls. 

By contrast, MSHA’s efficiency-based specialism seems to engender more 
agreement about goals, more reliance on and trust in the hierarchy, and 
a greater impression of agency effectiveness, if only because there is less 
disagreement about what the agency ought to be doing. . 
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— Operations-Level Reactions to Administrative Innovation 


MSHA’s sedate policy reaction to the reforms produced no major con- 
. flict within the agency, but EPA’s aggressive stance was received less warmly 
by operations-level personnel. The first sign of this reception came when 
the major program offices of the agency successfully argued that they be 
excused from early implementation of the act, limiting early implementa- 
tion to EPA’s headquarters administrative office and 3 of 10 regional of- 
fices. Results from questionnaires confirm the higher levels of mistrust of 
the reforms in EPA than MSHA. The questionnaire included 14 items from 
which positive or negative attitudes toward the reforms could be inferred. 
As the theoretical discussion above predicted, for 9 of the 14 items the re- 
sponses of EPA operations-level managers were significantly less positive 
than were those of MSHA managers, in spite of the more enthusiastic ad- 
ministrative response to the reforms in EPA (one-tailed test, p < .05). For 
the other five items, differences were in the predicted direction, but not 
statistically significant. Responses to eight items representative of oe group 
are displayed in Table 6. 


Table 6 


— Differences in Operations-Level Reactions’ | 
to BEUUNSIAYE Innovation 


‘Percent of Headquarters 
GS 13+ Managers: Who 


OM or Strongly Agee 
poo PE Soo 
Nm 213 N = 87 
gi herus sess S Eao aa managers based an writ- i 
ormance standards piesn or Sessa favor). 63.9 66.2 
2. Me t pay for supervisors and managers (somewhat or strongly 
favot). ' 48.6 57.4 
3. There won't be any real change in the way people are paid under ` 
merit pay (di or strongly disagree). l 61.4* 38.4 
4. My job is so uncertain and changing that performance standards MUN 
t much forme. - - 45.2* 23.9 
5. All in all I my job should be classified as merit pay. 46.9* | 62.8 
* 6. Merit pay will mean the average person will get less money than i 
they would have under the old a 61.6* 28.8 


, 7, With written performance standards I worry that we will focus 
too much on quantity and not enough ori the quality of the work 
done here. 56.4* 34.4 
. .8&. How merit pay is being implemented in [this agency] is not clear 
to me.. 53.4* 26.6 


"Unless otherwise noted in parentheses following the question wording. 
"Agency differences statistically significant; p< < .05 


Although the two sets of managers show few ise differences i in favor- 
ability to the provisions of the act in the abstract (items 1 and 2), major 
' differences begin to emerge in more specific attitudes. EPA and MSHA 
headquarters managers are equally likely to agree that there will be no change 
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in how managers will be paid (not shown), but EPA managers are far more 
likely to disagree (item 3). EPA managers also are more likely to think that 
their jobs are too uncertain to be covered by standards and are far less likely 
to think that they ought to be included in the merit pay group. They are 
much more likely to feel that the average person will be paid less under 
the new system, and they worry that quantity rather than quality of work 
will be emphasized. Finally, in spite of voluminous documentation and a 
trial run of the system, EPA managers are much more likely than MSHA 
managers to think that the agency’s implementation plan is unclear. Part 
of the reason for this may be that lack of clarity is correlated with distrust 
of agency management (item 2, Table 5; r= .25). In a pilot questionnaire 
distributed to EPA managers.in June of 1980, the most frequently men- 
tioned factor expected to contribute to the failure of the new system was 
**politics inside EPA,'' mentioned by nearly 72 percent of those respond- 
ing. The aggressive strategy of the implementation planners played direct- 
ly into this active fear of agency managers. 

One might argue that EPA's negative reaction to the reforms was a func- 
tion of its inexperience with administrative systems such as performance 
appraisal, because of its age. In fact, EPA had more experience with such 
systems than MSHA at the time these innovations were implemented. The 
differences are consistent with the foregoing arguments. EPA managers 
saw more change from the innovations because they were implemented more 
aggressively (there was more change to see). EPA managers felt that their 
jobs were too uncertain for performance standards because they probably 
were more uncertain than were the jobs of MSHA managers. Finally, opera- 
tions-level employees in EPA worked in a culture that reinforced their auton- 
omy, so they were more distrustful of innovations that might reduce that 
autonomy than were MSHA employees. 


Discussion and Conclusions 


Three questions were posed regarding innovation theory and research. 
The first addressed the generalizability of models of innovation from one 
type of change to another. Here the authors built primarily on the insights 
of Daft (1978, 1982) contrasting administrative and technical innovation. . 
The second question dealt with how the nature of the adopting organiza- 
tion was related to innovation decisions, and it was found that positioning 
strategy and contextual features in the organization condition both innova- 
tion and resistance. The third question related to systematic intraorganiza- 
tional differences in responding to innovation, and here were found con- 
tradictory reactions between administrators and operations-level person- 
nel depending on the organization's strategic position. 

Thanks to a munificent environment, rich and extensive in public sup- 
port, and a general mandate to pursue new activities in a relatively uncom- 
petitive field, EPA's strategy.is an entrepreneurial one. As a result, EPA 
administrators felt that the agency suffered from difficulties coordinating 
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— -. its varied activities, and they interpreted the Reform Act as a mechanism 
- .. for coordination and.control. This strategy, however, was perched precar- 
a iously atop:an agency characterized by subunits with histories and views 
_not particularly amenable to this sort.of coordination. 


MSHA’s.lean base of public support and relatively competitive environ- | 
ment inclined it toward an efficiency-based. specialist strategy. In this con- 
text, major problems were interpreted as the efficient use of available re- 


. Sources across a limited range of.activities: Top planners at MSHA viewed 


the Reform Act, quite correctly, as solving few of their key. problems. For 
this reason, they showed rather little enthusiasm for the act. MSHA’s stable 
mission and high level of trust in the agency's hierarchy suggest a smooth 
acceptance of a minimal implementation of reform. : 

. At a theoretical level, the argument confirms and extends the paradoxi- 


-- cal findings of Daft (1978, 1982) that administrative innovations are more 


difficult to achieve in organically structured organizations. The results sug- 
gest that the same structure that facilitates the introduction of technical 
innovation also gives technical personnel sufficient autonomy to resist top- 
down administrative innovations. The current analysis adds an additional 
paradox. Precisely because relatively loosely governed, autonomous subunits 
(which facilitate technical innovation) cause problems for administrators, - 


«administrators in organic organizations will be motivated to seek the ad- 


ministrative innovations that are so difficult to achieve. In efficiency-based 


specialist organizations, administrative innovation will be less difficult, but 


also less needed. 
Positioning strategy appears to be the engine driving these paradoxical 
results. The entrepreneurial generalist strategy does not explicitly encourage 
ve innovations. In fact, it tends to foster a structural and cultural 
context that actively opposes administrative innovation. Indirectly, however, 
the strategy fosters diversity and complexity, which also create problems 
of coordination, thus encouraging managers to seek administrative innova- 
tion as a way of managing this diversity. The specialist strategy, by con- - 


-. trast, creates few problems in coordinating diverse activities, and therefore 
little enthusiasm for administrative change, but also little resistance to it. 


The case studies reviewed above, being post hoc, do not represent a.con- 


. clusive test of the paradoxes advanced. But they do begin to explain the 
dynamics of administrative change and resistance to it, and how these dy- 


namics can differ as a function of seemingly unrelated general positioning 


. Strategies. Thus; the view that organic organizations are generally innova- 


tive (Hage & Dewar, 1973) is explicable in this framework. Although tech- 
nical innovativeness has not been addressed, the resülts suggest that ad- 
ministrative innovations in such organizations will be attempted frequent- 


ly, because administrators feel that control is needed; but attempts often 


will be unsuccessful, because operations-level personnel will be able to resist 


them. Further, the model helps to point. out likely sources of resistance to 
. administrative innovation. In specialist organizations in which administrative: 
- innovation would be relatively easy, administrators will ne. to- find no need 
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. for it. In fact, because such innovation frequently is expensive (Galbraith, 
1974), they may oppose it as reducing efficiency. In entrepreneurial gen 
organizations, the ease of convincing administrators of the need for ad- 
ministrative innovation is of a piece with active and effective resistance from 
- operations-level personnel. 

This leads to a final word of caution on interpreting the ''success" or 
‘‘failure’’ of administrative innovation. By one criterion, adoption, both . 
- agencies have implemented the change, so both can be considered successful 
adopters of the innovation. By another criterion, policy-level intention for 
meaningful EPA’s administrators clearly intended to rely more heav- 
ily on the act than did MSHA's; thus EPA might be considered more suc- 
' cessful. By still another criterion; operations-level commitment to the in- 
novation, EPA's personnel show far more distrust of the innovation, so 
that MSHA might be considered to be more successful. By a final criterion, 
the extent to which the innovation accomplished what those responsible 
for implementing it had intended, the results are more mixed. Because 
.. MSHA’s administrators had few intentions for the act, they were satisfied 

to have implemented it in a legally and procedurally correct fashion. EPA's 
planners saw the reforms as helping them solve pressing problems of coor- 
dination and integration. These more ambitious goals have not been realized 
to date. Whether these goals can be met is yet to be seen. 
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The Effects of Training, 
Goal Setting, and Knowledge 
of Results on Safe Behavior: 
A Component Analysis 


ROBERT A. REBER . 

Western Kentucky University 

JERRY A. WALLIN 

Louisiana State University, Baton Rouge 


This study demonstrated the benefits of providing 
knowledge of results (KR) in addition to goal setting in 
a strategy to improve occupational safety in.a farm 
machinery manufacturing firm. An analysis of variance 
(in a 56-week long multiple baseline investigation) revealed 
positive significant main effects for each of the interven- 
tions (safety rule training, goal setting, and KR). 


Although recently there have been a host of studies demonstrating the 
effectiveness of various modification techniques for improving safety, the 
results appear to be confounded by the use of ‘‘package’’ programs. Most 
of the programs utilize a combination of different incentives, feedback, 
and/or sanctions. For example, various organizations have experienced im- - 
provements in safety performance through the use of feedback, competi- 
tion, and incentives (Haynes, Pine, & Fitch, 1982); graphic feedback, super- 
visory praise, and goal setting (Komaki, Barwick, & Scott, 1978; Komaki, 
Heinzmann, & Lawson, 1980); feedback and supervision (Larson, Schnelle, 
Kirchner, Carr, Domash, & Risley, 1980); observation, contingent positive 
control, praise, and graphic feedback (Rhoton, 1980); social reinforcers 
(Smith, Anger, & Uslan, 1978); an informational and motivational feed- 
back package (Sulzer-Azaroff, 1978; Sulzer-Azaroff & Santamaria, 1980); 
and informational feedback and token economies (Zohar, 1980; Zohar, 
Cohen, & Azar, 1980). It has been noted that more research is needed to 
determine the relative contributions of the various components of safety 
campaigns (Komaki et al., 1980), and this is the purpose of this investiga- 
tion. Specifically, the present study addresses the relative effects of knowl- 
edge of results (KR) and goal setting. 
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Locke (1980) has stated that the findings obtained by Komaki et al. (1978) 
could have been a result of the goals that were set, which mediated the ef- 
fects of the feedback. Such a conclusion stems from the considerable amount 
of research showing that intrinsic or extrinsic goal setting appears to be 
a necessary condition for KR to be effective (Latham & Yukl, 1975; Locke, 
Cartledge, & Koeppel, 1968; Locke, Shaw, Saari, & Latham, 1981). The 
question that remains is whether or not KR is a necessary condition for 
the effects of goal setting to be realized fully. In their recent review, Locke 
et al. (1981) concluded that goals and KR were reciprocally dependent; thus - 
both were necessary to improve performance. This conclusion was supported . 
by recent laboratory studies (Erez, 1977; Strang, Lawrence, & Fowler, 1978). 
However, one may question whether these results generalize to the real 
world. The field studies demonstrating this relationship have been few and 
have experienced potential problems. For example, Kim and Hamner's 
(1976) study did not include a ‘‘goals only" group; some information feed- 
back was present in all the plants. Further, an evaluative type of an incen- 
tive, that is, praise, was present, and the effects of pure KR and goal set- 
ting may have been confounded. Similarly, Becker's (1978) study on residen- 
tial energy consumption may have had an inherent extraneous variable con- 
founding the results. As the KR plus difficult goals encouraged a reduc- 
tion of energy usage, a monetary incentive via lower energy bills may have 
been operative. In any event, more research is needed to determine if the 
_ benefits of goal setting and KR generalize to other organizations and other 
behaviors. 

Thus, the purpose of the present study is twofold. First, for theoretical 
advancement, it attempts to evaluate the possible reciprocal effects of KR 
and goal setting in an organizational environment. It is hypothesized that 
performance (safety) will improve when specific, difficult and accepted goals 
- are assigned. It also is hypothesized that employee performance will be fur- 
ther enhanced when employees receive feedback concerning their depart- 
.ment's performance in relation to their goal. The study does not question 
Locke’s (1968) proposition that cognitive processes must operate before 
KR can be effective. It is concerned with the benefits of an extrinsic incen- 
tive such as KR in relation to a conscious goal or standard. 

. The second objective is of practical importance. The study attempts to 
evaluate systematically a possible effective strategy for improving occupa- 
tional safety. Specifically, it will endeavor to demonstrate the positive ef- 
fects of. goal setting and KR on the frequency of safe behaviors and the 
consequent reduced probability of an industrial accident or injury. 


| Method 
"Setting and Subjects 

Setting. The study was conducted in a farm machinery manufacturing 
plant located in southeast Louisiana. The company’s top management 
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expressed a concern over the relatively large number of accidents being re- 


ported. The firm’s accident rates were three times that reported by the Na- 


tional Safety Council (1980) for similar organizations.. 

The plant's safety program at that time consisted of posting commercial 
safety warnings signs. The management requested a program for motivating 
employees to work in a safe manner. They stipulated a preference for a 
program not utilizing extrinsic incentives such as monetary bonuses, safe- 
ty prizes, and/or disciplinary action. It also should be added that improv- 
ing safety performance was a goal unanimously set by the shop's first-line 
supervisors when they participated in a recent management by objectives 
(MBO) seminar. Thus, safety was a concern expressed by all the levels of 
management. 

Subjects. An analysis of the company's accident reports for the previous 
three years revealed that 95 percent of the recorded injuries and illnesses 


occurred in 11 departments located in the shop area of the plant. It therefore - 


was decided that the 105 full time employees in these departments would 
serve as subjects for the study. The departments are crating (N — 6); final 
. assembly (N — 25); heavy equipment (N= 10); hydraulics (N — 7), machine 
shop-(N-6); mechanics (N=6); painting/sandblasting (N=5); parts 
(N= 13); raw material prep (N= 14); subassembly (N-—8); and welding 
(N=5). 


Criteria Measures 


Instrument. An observational checklist based on the company’s safety 
manual (developed immediately prior to this study) was developed. The 
 manual's items were classified as general safety, personal protective equip- 
ment, housekeeping, material handling, and tool and equipment use. Sub- 
categories of items also were identified under the above classifications listed 
on the observation form. For example, under personal protective equip- 


ment, the observer could mark if an employee was wearing proper eyeand - 


face protection or hand and arm protection for the particular task he/she 
was performing at the time. 
A pretest of the observation form revealed several ambiguities in the score 


form and the safety manual items. Therefore, a second list of 37 behaviorally - 


specific safety items was developed for observational and training purposes 
This list not only was. more precise in the operational definitions of saf of safe 
and unsafe acts than the safety manual, but it also focused on the behaviors 
judged by the first-line supervisors to be the most problematic and poten- 
tially hazardous. Examples of these items appear in Exhibit 1. 
Observation Procedure. The observation procedure involved observing 
each employee in the 11 departments for 15 to 20 seconds. After observing 
an employee, the observer then recorded the individual’s department, the 
date, the time of day (a.m. or p.m.), and his/her current activity or task 
on the safety check form. Next, the behavioral safety items that were ap- 
plicable for the employee's activity were marked as being performed safe- 
ly (^) or unsafely (x). The observations were made in full view of the 


wi 


1984. i ^A Reber and Wallin 547 


P. Exhibit 1 . i 
Examples of Behavioral Safety Rules - 
General Saf 


When driving pins or bolts, check to see that no one is on the opposite side where they may be struck 
Bt dhol a flying D Eat end 1 


Apre irr ugs shal be worn hen working beet eupment wher ie danger " 


If oil, grease, or other liquid porem i a ae Duo S 
wer other em Er POE EAE eee | 


"tors tempt € or securo them fit. Avid holding 
wih one hand while performing the operation the other. - 


uen [verso pom fork-lifts, or other makeshift devices for work platforms is prohibited. 
Always stand on a ladder or scaffold when working more than | ft off the ground. 


employees, but ates were made to jecond the scores anbara The 
- Observation session generally. lasted about 2 hours. 

Observations were made two to four times (Xæ 3) per week depending 
on the length of the work week. The observations were made at various 
times of the day and varying days of the week. They were never made twice 
on one day. Each observational session involved only one of three observers 
used throughout the study. (Exceptions to this policy were made when the 
reliability of the observations was being checked.) A total of 162 observa- 
tions were made during the 56-week study (from J anuary 1981 through Feb- 
ruary 1982). 

Prior to actual data collection; the observers were trained to make the 
behavioral safety inspections. Training consisted of reviewing the abbre- 
viated observational code and scoring form; viewing 35 mm slides that de- 
picted the safe and unsafe acts to be observed; and making practice obser- 
vations while accompanied by another observer. By having the observers 
make concurrent yet independent observations, interrater reliability could 
be assessed as a check for observer bias or instrumentation effects. To check 
reliability, a percentage agreement was used in which the number of agree- 
ments was divided by the total number of observations and multiplied by 
100. An agreement was tallied when both raters scored an employee’s be- 
havior in an identical manner. Data collection began after the observers 
reached 90 percent agreement on the practice observations. 

Computing the Safety Score. The main dependent variable being measured 
was the percentage of employees in each department performing their jobs 
in a completely safe manner. In this respect, safe performance of a job 
was considered to be all or none. It was possible for several of the behavioral 
safety items to apply to an employee performing any given task at any time. 
Although an employee may have been working in accordance with most 
of the applicable rules, if he/she was violating just one of the safety items, 
then there existed a possibility of an injury. Therefore, that employee was 
considered to be working unsafely: 
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After each observation session, the safety performance for each depart- 
ment was computed by dividing the number of employees working com- 
pletely safe by the total number of departmental employees observed and 
multiplying by 100. Weekly departmental safety performance was deter- 
mined by averaging the results of the observations made that week. As in 
. other behavioral safety studies (Komaki et al., 1978; Komaki et al., 1980), 

this measure of safety accentuated positive behavior, that is, safe behavior. 
It was assumed that safe and unsafe behaviors were in competition; therefore 
an increase in one should have been associated with a decrease in the other. 

A second dependent variable of the study was the frequency of on-the- 
job injuries, as recorded by tlie personnel director of the plant in accor- 
dance with the Occupational Safety and Health Act (OSHA) requirements 
(Public Law 91-596). 

Since the accident data may have had deficiencies, a caveat must be issued 
concerning any conclusions drawn from it. Any change in the accident rate 
is of practical significance, but such changes must be considered tentative- 
ly because they may be a product of measurement variation and not an 
intervention procedure. 


Design and Procedure 


A multiple-baseline design was employed with a total of four phases: 
(1) baseline, (2) training only, (3) training and goal setting, and (4) training, 
goal setting, and knowledge of results. Baseline data were collected in all 

11 departments, and the intervention phases were introduced in a staggered 
sequence across groups of departments. 

A crucial feature of the multiple-baseline design i is the introduction of 
the treatment at staggered intervals. By introducing the interventions at 
different points in time, one can assess not only whether safety performance 
changes, but also when performance changes. When the treatment is in- 
troduced at different times and safety performance changes only when the 
intervention is implemented, then one can rule out alternative plausible hy- 
potheses such as maturation, history, and others with much greater confi- 
dence (Hersen & Barlow, 1976; Komaki, 1977). 

The departments were divided into three groups based on their proxim- 
ity to ‘one another and perceived amount of interdepartment interaction. 
The groups were: Group 1—final assembly, hydraulics, mechanics, and 
painting/sandblasting; Group 2—heavy equipment, raw material prep, sub- 
assembly, and welding; and Group 3—crating, machine shop, and parts. 
Combining the departments also was done in order to conduct safety meet- 
ings efficiently and to introduce each stage of the program without severe- 
ly disrupting production. Data, HUWEVEIS were collected on a departmen- 
tal basis. 

Training Only. At the beginning of the fourteenth week of the study, 
workers in Group 1 attended a safety training session that lasted from 45 
to 60 minutes during their regular workday. The training session began with 
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the company’s executive vice-president and general manager addressing the 
workers. He explained to them that the majority of accidents were caused 
by someone performing an unsafe act. He further added that the responsi- 
bility for industrial safety was found at all levels of the organization. There- 
fore, he asked their (the workers’) cooperation in following the regulations 
stated in the safety manual, in order to reduce the chance of injury by work- 
ing in a safe manner. The meeting was then turned over to the safety super- 
visor. 

The safety supervisor (with the authors" assistance) then reviewed the 
safety manual with the employees. During this review, he instructed the 
employees to make certain additions and/or corrections to some of the safety 
items in their manual. These revised rules provided the employees with the 
specific behavioral items used for making observations. Next, the employees 
. were shown a series of 35 mm slides depicting the unsafe and safe behaviors 
specified by the observational code. The slides. were taken after work hours 
and involved employees of the electrical-maintenance department. The 
workers attending the training session were told that the actions exemplified 
in the slides were carefully posed for illustrational clarity. Although the . 
majority of the slides pertained to behaviors for the entire shop in general, 
-a few slides depicted behaviors and situations specific to a certain depart- 
ment or group of departments. Each group viewed a total of 38 slides: 17 
pairs of safe and unsafe illustrations, 3 slides depicting actual housekeep- 
ing violations, and 1 slide exemplifying **horseplay." . 

The employees first viewed a slide depicting an individual(s) performing 
a task unsafely. As a group, the workers were asked to state verbally what 
they observed to be correct or incorrect ('*"What's safe or unsafe here?’’). 
Invariably, the employees could recognize the unsafe behaviors exemplified 
in the slide. After the.unsafe behaviors were identified, a slide illustrating 
an individual doing the same job safely was.shown and the corresponding 
safety rules were restated. For the four unsafe behavior slides, the applicable 
results were simply restated. 

- During this meeting, the employees also were shown the observational 
form and told how their department's safety performance was being ob- 
served and measured. The meeting ended with a question and answer period. . 

The *'training only’’ phase lasted 10 weeks. The second group received 
the training sequence after 16 weeks of baseline and the third group after 
the 18th week of baseline. The training only phase continued through the 
26th and 28th weeks of the study for these two groups, respectively. The 
effects of training were considered to be irreversible, and training remained 
a factor in each of the subsequent phases. A review of the safety measure - 
and behavioral items became a constant part of all the following safety 
meetings. 

Goal Setting and Training. At the beginning of the 24th, 27th, and 29th 
weeks of the study, a safety performance goal was assigned to Groups 1 
through 3, respectively. The safety goal was based on three considerations. 
First, in àccordance with previous -— setting research (Latham & Yukl, 
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1975; Locke, 1968; Locke et al., 1981) the goal had to be specific. Second, 
the goal had to be perceived as difficult but attainable. ‘The third goal cri- 
terion for this particular study was that the safety goal be the same for 
each department. Different department safety goals may. have suggested 
a difference in previous performance, that is, the employees may have re- 
ceived implicit KR from different goals being assigned. It was recognized 
that assigning a constant goal for the entire plant may have varied the dif- 
ficulty of the goal for departments performing at different levels of safe- 
ty. Prior to assigning the goal, however, the supervisors from each of the 
departments agreed that the goal was specific and difficult but attainable 
by their employees. Therefore, possible differences in perceived goal diffi- 
culty across departments were considered to be less disturbing than possibly 
allowing implicit KR to confound the results of this phase of the study. 

The goal setting phase was introduced (at staggered.intervals across 
groups) by posting a 12" x 12" sign which read SAFETY GOAL—90%.”” 
After the signs were posted, the employees attended another safety meeting 
during working hours. During this 30-minute meeting, the employees were 
told that the safety goal was related to their department's weekly safety 
performance. Weekly performance was determined by averaging the results 
of the observations made that week. It also was mentioned that 100 per- 
.cent weekly safety performance was unrealistically high and therefore not 
expected. It was noted that if 90 percent of all the shop employees per- 
formed their jobs completely safely, then not only would the goal be at- 
tained, but the frequency of injuries would be decreased as well. 

The workers were asked to raise their hand if they thought their depart- 
ment could reach the goal. They also were requested to indicate in a similar 
manner if they would try to help their department achieve the safety goal 
by working safely in accordance with the observational code and safety 
manual. The overall response to these queries was always positive, that is, 
an across-group average of 95.79 percent of the employees gave an ROOM: 
tive response to each question. 

. After this initial goal setting meeting, the department supervisors were 
: asked to remind their employees each week to try to achieve the safety per- 
formance goal. Five weeks after the goals were set, the safety supervisor 
issued a written reminder to encourage the departments to achieve the goal. 
This reminder was posted near the safety goal sign in each department. 
The goal setting and training phase lasted 16 weeks for each group. 
‘Feedback, Goal Setting, and-Training. Employees in Group 1 began re- 
ceiving feedback, that is, KR, concerning their department's safety per- 
formance during the 40th week of the study. Three weeks later (43rd week), 
Group 2 employees began receiving KR. The third group of departments 
received KR starting the 45th week of the study. The goal setting sign and 
goal reminder remained posted during this fourth phase of.the study. . 

The procedural sequence for the feedback phase was as follows. A 60- 
minute safety meeting was scheduled for the group during regular work 
hours. The first half of this meeting was devoted to the employees completing 
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` a job satisfaction questionnaire consisting of three parts: a bipolar adjec- 
tives section, a section with contingency statements, and an open-ended 
comment section (Reitz, 1971; Scott, 1967; Scott & Rowland, 1970). 

. The next step involved showing the employees in each department their- 
respective average performance as recorded by the observérs. To do this, 
& 12"x 15" sign was made for each individual department. The sign depicted 
an incomplete line graph with the abscissa labeled ‘“WEEK’”’ and the ordi- 
nate labeled “‘AVERAGE SAFETY PERFORMANCE (%).”’ The 90 per- 
cent mark on the vertical axis was highlighted in reference to the goal level. 
In addition, the goal level.was designated by a horziontal red line drawn 
at 90 percent. For each departmerit, the average level of performance ob- 
served and recorded for the goal setting and training phase was marked 
on the vertical axis of the graph and thus provided the émployees with their 
first KR in relation to the goal or. staridard. "These features of the e graph | 
. were explained to the employees. 2 
^ The workers then were told that the Observers would cohtinue to make 
‘safety observations approximately three times a week at various times and 

on various days. The graphs were posted in their respective departments, 
and after each observation session the observer recorded the results on the - 
. Sign. At the end of each week the department's average performance was 
recorded on the graph. Thus, the departments received KR two to four times 
per week depending on the length of the work week. 

. During the feedback intervention phase, none of the observers provided 
any explicit evaluative feedback concerning the departments' progress (or 
` regress) in relation to the goal. Attempts were made to provide only infor- 
mation regarding the level of performance in rélation to the standard. While : 
such KR may have prodüced implicit evaluation of performance, this evalua- 
tion had to have been intrinsically derived, that is, the employees themselves ` 
were the source. The supervisors of the departments were asked to con- 
tinue mentioning the safety goal on a weekly basis. They were not asked 
to provide any praise or reproof based on their departments’ performance 
during this phase. Though such action on the part of the supervisor could 
not be totally controlled, any observances of supervisory personnel mak- 
ing evaluative. comments were noted. . : 

. The knowledge of results, goal setting, and training phase lasted at least 
12 weeks for each group of departments. 


Results 


In order to —— of the study succinctly, this section reports 
the results of the data analysis for the three groups (of departments) across 
_ which the interventions were staggered. The results of data analysis per- 
formed ona iE ii basis only substantiate the results PEE 
here.. 
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Observational Reliability and Validity - 


In an effort to estimate the reliability of the observational procedure, 
interrater reliability employing the percentage agreement method was as- 
sessed 11 times throughout the course of the study. The mean agreement 
between the primary observer and the secondary observer (assessed 7 times) 
was 87.68 percent. The average agreement between the primary and ter- 
tiary observers (assessed four times) was 89.71 percent. Overall, the average 
interrater reliability was 88.41 percent. 

To estimate the validity of the behavioral measure of safety, rank-order 
correlations between the departments’ injury rates and their mean behavioral 
performance during the study were to be computed. However, the acci- 
dent rates (computed per 100 employees as described by the National Safety 
Council, 1980) for the departments were too low to permit meaningful cor- 
relations. Because the baseline performance is assumed to be an extrapola- 
tion of previous performance, then correlating baseline levels with previous 
accident rates may provide an estimate of the validity of the observational 
procedure. 

The Spearman correlation coefficient for the departments’ overall-injury 
rate and mean baseline performance was -.85 (p<.001). The correlation 
between departmental lost-time injury rate and mean baseline performance 
was rho — -.69 (p « .01). These figures indicate that the higher the behavioral 
performance, the lower the accident rates. This provides at least an indirect 
. indication of the validity of the measure, but it must be reiterated that the 
results should be iriterpreted cautiously: accident records tend to be unre- 
liable. 


Manipulation Checks 


Training. The results of a quiz administered midway through the train- 
ing only period indicated that overall, the employees (N — 87) could iden- 
tify 81.77 percent of the safe and unsafe behaviors exhibited in the slides. 

Goals. Several bipolar adjectives and contingency statements were in- 
corporated in the job satisfaction questionnaire completed by the employees 
prior to the introduction of the KR phase. Specifically, 11 items were in- 
cluded to assess goal acceptance; 3 items were for perceived goal difficulty, 
and 1 item was for goal clarity. Three separate items were included to esti- 
mate the perceived probability that the supervisors would give their em- 
' ployees positive (praise), negative (reprimand), or corrective feedback for 
performing safe or unsafe behaviors. All the items were scored on a 7-point 
scale with 7 being the desired response. Of the 96 employees, 86 who had 
been through each phase of the study responded. The mean response for 
each factor measured appears in Table 1. 

Overall, the employees considered the goal to be acceptable (X= 5.78). 
. and clear (X = 5.82). They also perceived the goal to be slightly difficult 
(X — 4.54). The probability that the apenso would praise the employees 
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Table 1 
Mean Group Response for Fach Questionnaire actor 


Group 
2 3 All 

Factor* n=35 n= 32 n= 19 n=86 

Goal 5.72 5.94 5.65 5.78 
Goal clarity 5.94 5.75 5.84 5.82 . 

Goal difficulty 4.77 - 4.55 4.08 4.54 

Positive feedback 3.00 - 3.59 3.15 3.28 

Negative feedback 5.46 5.97 4.73 . 5.49 

d jeg 4.57 5.03 4.47 4.76 

4.94 5.44 4.94 5.12 

Estimated ae RR (9) T1.23 82.50 47 79.43 


"Medi respouses are: based Ona Z-poinf soale witht Kiscorei Of 7 beng Coated: 


for working safely was low (X — 3.28). On the other hand, employees ex- 
pected to receive corrective feedback (X — 4.76) and/or be reprimanded 
(X= = 4.49) for performing an unsafe act. The employees also indicated that 
they and their fellow workers generally worked in a safe manner (X— 5. 12). 

The employees involved in the study also were asked (prior to receiving 
KR) to estimate their department's behavioral safety performance. In gen- 
eral, they estimated their performance to be lower (X 2 79.43 percent) than 
the goal of 90 percent that they had been assigned and apparently accepted. 

At the end of the KR phase of the study, the employees were asked to 
write what they perceived their current department goal to be. The mean 
goal of the 77 employees responding was 95.75 percent. All three groups 
had mean goals of 94 percent or higher. Thus, there is some indication that 
they were trying to achieve a level that was higher than assigned or expected 
of them. 


Observational Data Analysis 


ARIMA Analysis. The first step in the anaiai of the obseva data 
was to estimate the model that appeared best to fit the time-series. This 
was accomplished with the use of the autoregressive integrated moving aver-. 
age (ARIMA) modeling technique developed by Box and Jenkins (1976) 
and recommended by McCain and McCleary (1979) for interrupted, time- 
series analysis. 

Visual inspection of the weekly average performance (shown graphical- 
ly in Figure 1) indicated that there appeared to be marked intervention ef- 
fects. Therefore, it was decided to perform the ARIMA analysis on the 
raw observational data for each period within each group to estimate the 
model that appeared to fit the entire time-series. The SAS computer pro- 
gram for ARIMA requires at least.30 observations (SAS Institute, 1980). 
This condition was met for each period. For clarity, Figure 1 presents only 
a summary of the observational data. - 

The resulting autocorrelations and partial sütocorrelaH ops exhibited a 
stationary process for each period. Differencing of the data did not-appear 
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. — Figure 1 
Average Weekly Behavioral Safety Performance for Each Group 
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to be warranted; there was no indication of a statistically significant secular 
trend for any of the periods. Further, the analysis did not reveal any sig- 
nificant autoregressive or moving average component. In other words, the 
autocorrelation function and the partial autocorrelation function were in- 
terpreted as identifying an ARIMA (0, 0, 0) model. Further evidence sup- 
porting the assumption that the data reflected a stochastic component or 
“white noise" model was found with the autocorrelation check of residuals. 
The Q-statistic (essentially a chi-square goodness-of-fit test for the autocor- 
relations) was not significant for amy of the periods or groups; thus it could 
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be concluded that the estimated autocorrelation of the nonadjusted time- 
series data depicted a white noise process (McCain & McCleary, 1979). 

Repeated Measures ANOVA. Given that the raw data within each period 
for each group resembled random fluctuations (i.e., a stationary process), 
a repeated measures analysis of variance with blocking on groups was con- 
sidered appropriate for testing the hypothesis. The result was a highly sig- 
nificant main effect for the period or phase of the study (F'= 103.68, df —3, 
p<.0001). A Duncan's multiple range test then was performed on the period 
means. As expected, the means for each period were significantly different. 
Inspection of the means for each period (Table 2) revealed that they were 
in the hypothesized direction. Briefly, the mean performance after KR was 
introduced (X= 95.39 t) was substantially higher than after a goal- 
was set without KR (X — 77.54 percent). Performance during the goal set- 
ting phase was higher than the training only phase ( (X —70.85 percent), which 
in.turn was better than baseline performance (X= = 62.20 percent). Inspec- 
tion of the means for each group (presented in Table 2) and the weekly 
summary data (Figure 1) also reflects the differences in penavicrat safety 
period performance for each intervention period. 


Table 2 
Mean Group Safety Performance for Each Period* 





Lm oco LL 
Period 1 l 2 3 All 
Baseline o 55.86 59.05 69.49 62.20 
Training 65.49 67.96 79.38 70.85 
Goal |^. 73.33 l 75.19 84.01 71.54 
Feedback (KR) 93.35 96.02 97.58 95.39 
All 73.79 74.37 81.25 “a 


*Safety performance refers to the percentage of employees working in a completely safe manner. 
Accident Data 


The overall injury incidence rate and the lost-time injury incidence rate 
were computed only for the shop area of the plant. The rates reflect the 
number of injuries per 100 employees (National Safety Council, 1980). The 
average total incidence rate for the three years prior to the study (1978-1980) 
was 84.77 injuries. The yearly rate for 1981 was 55.14 injuries. The lost- 
time rates decreased from an average of 21.20 injuries to 9.88 injuries in 
1981. These data must be interpreted with caution because the safety record- 
keeping procedures had changed during the four-year period (i.e., 1980). 


^ Discussion 
Theoretical Implications 


The major finding of this study is that knowledge of results (KR) appears 
to bea beneficial condition for the achievement of maximum performance 
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when specific and difficult but acceptable goals are set. Although behavioral 
safety performance did improve significantly after a goal was assigned and 
apparently accepted, in general the goal was not achieved until KR was 
provided. In fact, 10 of the 11 departments averaged above the.goal dur- 
ing the KR phase whereas, only 2 of 11 departments achieved the goal with- 
out KR. Thus, the evidence presented in this study provides external valid- 
ity of the laboratory findings of other recent investigations (Erez, 1977; 
Strang et al., 1978). Further, the multiple-baseline design and time-series 
analysis of the present study corrected some of the potential methodological 
problems associated with other related field studies (Becker, 1978; Kim & 
Hamner, 1976) and substantiated the findings of these studies. By stagger- 
ing the introduction of the interventions, the need for a control group was 
reduced. (In this field experiment, a control group was considered not to 
be feasible ethically or practically.) 

Improvements occurred immediately following the interventions in all 
three groups at three different times, making it possible to rule out extra- 
neous factors as determinants of performance improvement. It is highly 
. unlikely that outside events could have coincided with the introduction of 
the treatment phases in all three groups and produced similar effects im- 
mediately in each. Because the observations were conducted during all phases 
of the study and any observer reactivity effects should contribute a con- 
stant error throughout, observer reactivity also was ruled out as a source 

of internal invalidity. 

One question that now can be raised i is viti is the function or role of 
goal setting? A possible answer stemming from the results of the present 
study is that goals ‘‘motivate’’ individuals to perform. Though safety per- 
formance did increase significantly after training, further improvement was 
seen almost immediately after a goal was assigned and accepted: In sup- 
port of Locke's (1968, 1980) theory, the sharp increase at the beginning 

of the goal setting phase (Figure 1) suggests that the employees cognitively 
chose to increase their efforts to work in accordance with the behavioral 
safety rules. 

The results of the questionnaire completed prior to the introduction of 
explicit KR may indicate an alternative hypothesis concerning the behavioral 
performance during the goal setting phase. The self-report measure revealed 
that the employees probably had not received much positive feedback (i.e., 
praise) from their supervisors concerning their safety efforts. However, they 
did believe they were likely to be reprimanded and/or corrected if they per- 
formed their job unsafely. Whether the supervisors increased their efforts 
to correct and/or to reprimand an unsafe subordinate after the goal was 
assigned could not be directly assessed in this setting. It is suspected that 
this was not the case because the supervisors had known what the rules 
were prior to the baseline period and were expected to enforce them as part 
of their regular duties. Further, as Locke (1980) suggested, one would ex- 
pect more of a gradual improvement if these extrinsic conditions (i:e., repri- 
mand and/or corrective feedback) were the primary causal factors. 
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Because the increase in performance was sharp after goals were assigned 
and accepted, the more plausible hypothesis is that the employees were 
"*motivated" or were attempting to achieve their goal because they cognitive- 
ly chose to do so. 

A second query posed by the: results of the current investigation con- 
cerns the role of KR in relation to goal setting. One possible explanation 
that has been suggested is that KR may lead to an increase in effort (Becker, 
1978; Latham & Yukl, 1975). There is evidence for this hypothesis in that 
‘most of the departments did not achieve the goal until KR was introduced. 
Even though the majority of employees reported perceiving their depart- 
ment's performance to be less than the goal prior to receiving KR, actual 
goal achievement was infrequent. The KR may have served to substantiate 
their perceptions and thus they realized more attention to safety was re- 
quired if they were to achieve the goal. 

A second possible function of KR is that it may be used by individuals 
to set new standards or goals (Latham & Yuki, 1975; Locke, 1968, 1980). 
Evidence for this postulate was found when most of the employees perceived 
their department's goal to be closer to 95 percent after the KR phase, as 
opposed to the assigned 90 percent safety goal. It is possible that once the 
employees knew they could achieve the goal, then they set new goals. Because 
goals were limited to a maximum of 100 percent, attempts to achieve new, 
higher goals (i.e., within the 90 percent to 100 percent range) served to main- 
tain the high level of performance exhibited by most of the departments 
during the KR period. 

Still a third possible function of KR is that it permits intrinsic reinforce- 
ment when it indicates goal achievement (Hall & Foster, 1977; Hall & Hall, 
1976). The continuance of goal level performance after KR was provided 
may suggest that the employees were being reinforced for their accomplish- 
ment. There was little evidence of extrinsic incentives (i.e., supervisory praise 
or safety awards). Thus any operating reinforcers probably would have to 
be intrinsically derived. As Komaki et al. (1980) found, some informal com- 
petition seemed to be present among the various departments. Further, the 
employees appeared to be quite interested when the daily and/or weekly: 
KR was marked. Thus, there is at least indirect evidence suggesting that 
KR signifying goal achievement was valued and probably rewarding. 

In' sum, the results of this investigation indicate that KR plus goal set- 
ting improves performance more than does goal setting alone. As Locke. 
(1968, 1980) reported, however, assigning an acceptable, difficult, and spe- 
cific goal can lead to an increase in performance. This study rev ealed that 
adding KR improves performance even more. The function of KR in rela- 
tion to goal setting can only be speculated from the evidence of this inves- 
tigation. It can be hypothesized that KR: (1) leads to an increase in effort, 
(2) encourages new goals to be attempted, and/or (3) reinforces perfor- 
mance. It also may be that KR serves all three functions simultaneously. 
Whatever the. reason, KR appears to be a beneficial supplement for the 
maximum effects of goal setting to be realized. ^ - 
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Practical Implications 


The results of this study also have practical implications in the area of 
occupational safety. Behavioral safety rules were obeyed more when em- 
ployees received frequent feedback concerning their performance in rela- 
tion to an accepted standard. Though the implementation of a training ses- 
sion to teach employees exactly what was expected of them’ did result in 
a significant increase in performance, it was not sufficient for optimum 
improvement. Instead, assigning employees specific, difficult yet acceptable 
safety goals, and providing information concerning their performance in 
relation to the goals, resulted in considerably more improvement. 

These results essentially generalize the findings of Komaki et al. (1980) 
to a different organization. Both investigations provide alternatives to the 
utilization of disciplinary sanctions or extrinsic incentives (i.e., safety awards) 
to encourage compliance with the rules. The present investigation differed 
from Komaki et al.’s (1980) because it did not confound the effects of KR 
in relation to a goal with the effects of supervisory praise. The results sug- 
gest that the former may be sufficient to obtain substantial increases in - 
behavioral performance. The durability of the effects of such a safety cam- 
paign remains to be seen. In this study, overall performance stayed above 
the expected goal level for a minimum of 12 weeks after KR was introduced. 

Another finding of practical importance is that there is at least indirect 
evidence supporting a behavioral approach to safety. First, rank-order cor- 
relations revealed significant inverse relationships between departmental 
baseline performance and injury rates (both overall and lost-time injuries). 
Second, when a program was implemented to improve behavioral safety 
performance, the yearly accident rates per 100 employees decreased in com- 
parison with the company's previous yearly average. In fact, the company 
estimated that the reduction in lost-time injuries alone resulted in monetary 
savings of at least six figures. Extended monitoring of behavioral perfor- 
mance and accident rates may provide further evidence of the benefits and 
limitations of this approach. 


. Conclusions 


The benefits stemming from the provision of knowledge of results in rela- 
tion to acceptable assigned goals has both theoretical and practical signifi- 
cance. Goal setting plus training, and training only each had positive ef- 
fects on behavioral safety performance; but the addition of KR resulted 
in even greater increases in performance. Future research is required to de- 
termine the role(s) fulfilled by KR with regard to goal setting. In addition, 
the generalizability of the findings to other organizations and/or other be- 
haviors remains an issue of concern. 


4 
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The Effects: of the Application 
f on Recall of. Information 
A the Interview 


ROBERT L. DIPBOYE 


Two laboratory experiments were conducted to test the 

` extent to which initial impressions of applicants formed 

from paper credentials bias information recalled from in- 

 terviews with these applicants. When describing a candi- 

date with poor credentials subjects recalled less favorable 

| information from the interview itself, perceived the in- 

terviewee as exhibiting fewer favorable behaviors. and 

. traits in the interview, and rated performance in answer- 
ing the questions of the interviewer as poorer. 


With the — exception of such obvious forms of quackery as graphol- 


~ ogy, phrenology, and astrology, no other personnel selection technique is 


held in as low esteem in the research literature as the interview. Interviewers 
appear to make judgments that often are unreliable and invalid (Mayfield, 

1964; Ulrich & Trumbo, 1965; Wagner, 1949). They also appear to exhibit 
a variety of biases in their processing of information (Arvey & Campion, 
1982; Schmitt, 1976; Wright, 1969). Among the biases demonstrated in past 
research are: contrast effects, in which the evaluation of a-candidate is in- 
fluenced by the level of qualifications of preceding candidates (Wexley, 
Sanders, & Yukl, 1973; Wexley, Yukl, Kovacs, & Sanders, 1972); negativity 
biases, in which raters are influenced more by unfavorable than by favorable: 


information (Constantin, 1976); and primacy effects, in which the infor- 


mation first presented on a.candidate influences final evaluations more than 
information presented later (Blakeney & MacNaughton, 1971; Bolster & 
Springbett, 1961; Carlson, 1971; London & Hakel, 1974; Peters & Terborg, 
1975). 

Despite the rather bleak picture panied in past research, recent studies 
provide some. gimmer hope ior the interview. Interviewers: appear capable 
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. of predicting the job success of applicants with a statistically significant, 
albeit modest, degree of validity (Grant & Bray, 1969; Landy, 1976; Latham, 
Saari, Pursell, & Campion, 1980). Furthermore, there is increasing evidence 
that the interview can provide valuable information on the applicant’s work 
motivation,.interpersonal skills, and personality characteristics (Jackson, 
Peacock, & Smith, 1980; Ulrich & Trumbo, 1965). The most serious prob- 
lem is not that the interview totally lacks reliability and validity but that 
it often lacks functional validity, or as Ulrich and Trumbo state, ‘‘the major- 
ity of valid variance in predictions [is] contributed by tests.and/or creden- 
tials rather than by the face-to-face interview’’ (1965, p. 113). To increase 
the interview’s functional validity, a better understanding is needed of the 
effects of paper credentials on the interviewer’s retrieval of information 
from the interview. Pursuant to this end, two experiments were conducted 


to examine the biasing effects of the applicants’ paper credentials on inter- 


viewers’ impressions of the interview. 

The studies reported in the present paper wére designed to test predic- 
tions derived from a model of the interview recently set forth by Dipboye 
. (1982). According to this model, the failure of the face-to-face interview 
to increase predictive validity over and above the validity obtained from 
evaluation of paper credentials results in part from the tendency of inter- 
- viewers’ postinterview impressions of the applicant to conform to their pre- 
- interview impressions. The effects of preinterview impressions on post- 
interview impressions are mediated by both behavioral and cognitive biases. 
The present research held behavioral biases constant and tested predictions 
- for one such cognitive bias, the assimilation of perceptions. of the inter- 
view performance to the level of qualifications in the application. One 
^ prediction tested is that subjects are more likely to recall and recognize in- 
formation that is consistent with their impressions of the application than 
they are information that is inconsistent with these impressions. A second 
prediction is that interviewers who preview applications before they inter- 
view are less accurate in their retrieval of information from the interview 
than are interviewers who interview without previewing the application. 
A third prediction is that interviewers, as a consequence of their biased 
retrieval of information, perceivé interviewees with good applications as 
performing better in the interview than interviewees with poor applications. 

Primacy effects found in microanalytic research on the interview pro- 
vides indirect support for the prediction that preinterview. impressions 
formed from applications bias postinterview evaluations (Blakeney & Mac- 
Naughton, 1971; Bolster & Springbett, 1961; Carlson, 1971; London & 
Hakel, 1974; Peters & Terborg, 1975). Primacy effects seem more likely 
to occur wheri the initial data are negative (Peters & Terborg, 1975) and 
when one final overall evaluation is made after all information on the ap- 
plicant is presented (Farr, 1973; Farr & York; 1975). Although most evidence 
from microanalytic research on the interview appears to support primacy 
effects, at least two studies report findings similar to contrast effects (Bolster 
. & Springbett, 1961; Carlson, 197 1). Specifically, raters evaluated highly 
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unfavorable information on the applicant less favorably when it was pre- 
' ceded by favorable information than when it was preceded by unfavorable 
information; and highly favorable information was evaluated more favor- 
ably when it was preceded by unfavorable information than when it was 
preceded by favorable information. The findings are somewhat mixed as 
to whether the recall of information on a stimulus person is assimilated 
to first impressions. Although the findings of some social cognition research 
. suggest that information that is consistent with prior impressions is more 
likely to be recalled than information inconsistent with prior impressions 
(Snyder & Uranowitz, 1978), other research has found just the opposite 
effect (Hastie, 1981). Social cognition and microanalytic interview research 
. onorder effects is of limited relevance to the assimilation prediction tested 
in the present research, however. The typical study presents disconnected 
bits of information, without quinguismng between paper credentials and 
the face-to-face interview. 

`- Several other experiments have tested for the effects of paper creden- 
tials using more realistic stimulus conditions. Springbett (1958) had inter- 
viewers rate applicants after examining the application, after seeing the ap- 
plicant for the first time, and, finally, after conducting a face-to-face in- 
terview. He found that in 88 percent of the interviews studied, the final 
appraisal of the applicant conformed to the preinterview appraisal of the 
. application form. Huguenard, Sager, and Ferguson (1970) provided bogus 
feedback to interviewers that a job candidate possessed a warm:or cold 


. . personality and found that interviewers described the candidate after in- 


terviews with words that were consistent with their preinterview set. Tucker 
and Rowe (1979) found that regardless of the favorability of the interviewee's 
answers in the interview, interviewers who were given a favorable personal 
reference for the interviewee before reading a script of the interview rated 
. theinterviewee's qualifications higher than did those given an unfavorable . 

reference. Finally, Latham, Wexley and Pursell (1975) found evidence of 
halo bias in which managers' postinterview evaluations of applicants’ educa- 
tional background tended to conform to their prenterview impressions of 
the applicants’ paper credentials. 

Although these four experiments supported the notion that postinter- 
view evaluations tend to conform to preinterview impressions of the appli- 
cation, none of them tested the prediction that perceptions of the inter- 
view are assimilated to impressions of the application. A rigorous test of 
this prediction requires an experiment in which the interview performance 
of the applicant is held constant and the effects of paper credentials on 
the interviewer’s recall and evaluation of information from the interview 
are measured. Neither Springbett (1958).nor Huguenard et al. (1970) con- 
trolled for differences in the interview performance of the applicant across 
conditions. Thus, one cannot determine from their data if differences in 
 postinterview evaluations of the candidates resulted from biased retrieval 
of information from the interview or if candidates with poor applications 
actually performed more poorly in the interview than did those with better 
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applications. Latham et al. (1975) and Tucker and Rowe (1979) avoided 
this problem by holding the interview itself constant, but neither measured 
subjects’ perceptions and recall of the interviewees’ performances in the 
interview. One cannot determine from the results of these studies whether 
subjects assimilated information in the interview to their impressions of 
the application or if they deemphasized, discounted, or ignored the inter- 
view altogether. 

In summary, despite the crucial role of recall as a determinant of rating 
errors (Wherry & Bartlett, 1982), no research has assessed the biasing ef- 
fects of the application on the retrieval and evaluation of information from 
the interview. The first experiment in the present paper tests the prediction 
that observers tend to recognize and recall more favorable information from 
interviews when the applicant appears highly qualified from his/her paper 
credentials than when the applicant appears unqualified ‘‘on paper.’’ The 
findings of the first study led to a second experiment that assessed the rel- 
ative effects of the favorability of the application and the interviewee’s in- 
terview performance on accuracy of recall and evaluation of qualifications. 


Experiment 1 


In the first experiment, the applications of interviewees were varied to 
create the impression that the interviewees possessed either low or high qual- 
ifications for a position. Subjects also viewed videotaped interviews with 
two candidates for the position. The predictions were that when judging 
an applicant with a good application, relative to an applicant with a poor 
application, observers would recall more positive information from the in- 
terview, use more positive behaviors and traits in describing the interview 
performance, and evaluate the overall performance in answering the ques- 
tions of the interviewer more favorably. 

The order in which the applications and the videotaped interviews were 
presented also was varied to assess the extent to which the application in- 
fluences interviewers' encoding and storage of information as they observe 
the interview, as opposed to influencing the search and retrieval of infor- 
mation at the time of the final ratings. The former has been referred to 
as an observation-time mechanism and the latter as a rating-time mechanism 
(Larson, 1982). Previous experiments on the effects of the application on 
postinterview evaluations (Huguenard et al., 1970; Latham et al., 1975; 
Springbett, 1958; Tucker & Rowe, 1979) all confounded observation-time 
and rating-time mechanisms by presenting paper credentials before sub- 
jects observed the interview. If the observation-time mechanism is the pri- 
mary mediator of the biasing effects of the application, then the applica- 
tion should affect recall and final evaluations only when it is presented before 
the interview. Such a finding also suggests a solution, that is, interviewers 
should interview and evaluate the candidate's interview performance before 
reviewing paper credentials. Although no specific predictions are made in 
this study, the preponderance of research findings in experimental social 
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- psychology appear to support the preeminence of observation time effects 
(Rothbart, Evans, & Fulero, 1979; Zadney:& Gerard, 1974). 
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: Overview of the Experimen tal Design. Subjects in the experimental con- 
ditions evaluated two applicants for a sales job on the basis of informa- 
tion in applications and videotaped interviews with the applicants. The ex- 
perimental design was a 2X2+1 factorial with the first factor (order of 
the presentation of the application and the videotape) constituting a between- 
group factor and the second factor (level of qualifications depicted in the 
application) constituting a within-subjects factor. Control subjects based 
their evaluations only on the videotaped interviews. — . 

Procedure. Subjects were 92 undergraduates at Rice University who par- 
ticipated in groups of one to four for extra course credit in psychology 
- courses. The data of eight subjects were discarded because they recognized 
the actors in the videotaped interviews. Subjects were told that they would 
evaluate the qualifications of two applicants for a sales position. After read- . 
ing a description of the duties of this position, subjects in the experimental 
conditions were shown the applications and videotaped interviews of two 
applicants. The interviewees were two male graduate students who provided 
a mix of positive and negative information on their qualifications. The order 
in which the two videotapes were presented was counterbalanced within 
the experimental and control conditions to control for possible contrast 
effects (Wexley et al., 1973). 

The applications were constructed to present information nonredundant 
with the interviews. The good application depicted a highly qualified can- 
..didate with a 3.93 grade point average (g.p.a.), three previous sales posi- 
tions, major in business and course work in chemistry, and good recom- . 
. mendations. The poor application presented a poorly qualified candidate 
with 1.62 g.p.a., experience as a cook and cashier, a major in physical educa- 
tion, and mediocre references. In the experimental conditions, each video- 
tape was paired an equal number of times with the poor application and 
with the good application. Half of the subjects in the experimental condi- _ 
tions viewed the application materials first and then the videotaped inter- 

. views; the other half viewed these in the reverse order. Control subjects 
. evaluated the applicants only on the basis of the videotaped interviews. 

Dependent Measures. After seeing the application and videotape for a 
candidate, subjects in the experimental conditions were asked to '*list some 
of the things you learned about the interviewee on the basis of his responses 
. during the interview.” Three independent judges rated the favorability of 
each separate bit of information listed in the free recall task as positive, 
neutral, or negative. The net recall measure was the difference between the 
number of positive and the number of negative bits of information recalled. 
The interrater reliabilities on net recall for raters 1, 2, and 3 were sufficiently 
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high (7,2 — .869, r,,— .949, r23= .929) to justify using the average of the dif- 
ference measure across the three raters as the dependent measure. 

After completing the free recall task for an applicant, subjects were given 
a checklist of traits and interview behaviors, taken from Hakel and Dun- 
nette (1970), and were asked to indicate which behaviors and traits were 
exhibited by the interviewee during the interview itself. The difference in 
the frequency with which positive and negative traits and positive and neg- 
ative behaviors were chosen in describing the interviewee's performance 
were the net trait and net behavior measures, respectively. 

After performing the recall and recognition tasks, subjects were asked 
to evaluate the candidates on several 9-point Likert scales. The questions 
are listed i in Table r., 


| | Table 1 
Means for Manipulation Checks and Dependent Measures. 
... for Poor, Good, and No Application Groups 





Application Qualifications 
Poor None Good F* 


1. How well do you think this candidate's experience fis thie jab? 2.48" 4.23 7.56: 260.09 


2. How would you evaluate the applicant's academic record? 2.348 8.275 328.79 
3. How well do you think this candidate’s education and train- l . 

ing fits this job? l .2.59* 5.09b 7.30¢ 235.70 
4. How would on evaluate the candidate's qualifications for the 

job on the basis of the references 2.052 8.34 401.71 


7 
5. How good of a job did the candidate do in answering the in- 
6. SOUPE a andi d ten Finit 
7 
8 


.38* : 

. Would you hire this person?  ' ' 4.028 5.096 6.27¢ 18.31 

. Would you personally like this candidate? 4.71% $5.32b §.71> 8.86 

9. Net number of positive items recalled -1.578 -.15>  .66» 10.83 

10. Net number of positive behaviors attributed to interviewee 1.96% 3.805  5.30^ 13.41 

11. Net number of positive traits attributed to interviewee 1.768 4.290 §,74> 15.18 

12. How would you evaluate this candidate’s qualifications for the l 

job? . : ; . - 3.289 493b 6.39% .112.14 
*The F test for the main effect for a Aon au anoc ad mi 81 for all items except 
items 2 and 4 in which case the df's= 1,54. Comparisons between the no application control group 
and the two treatment treatment means were made with Dunnett tests and means not having common superscripts 


(a, b, c) significantly differed, p<.05. 
Results 


Analysis of the Manipulation Checks. A 2X Z-- 1 ANOVA (Winer, 1971) 
performed on responses to each manipulation check item revealed only sig- 
nificant main effects for application qualifications. In support of the manip- 
ulation, a candidate with a. poor application was rated as having poorer 
recommendations (w* = .878, p<.0001), education and training (w*= 

.7317, p<.0001), job. experience (w*=.7517, p<.0001), and academic 
record (w= .7484, p< .0001) than was the candidate with a good applica- 
tion. Dunnett tests (Winer, 1971) revealed that the control candidates were 
rated significantly lower than the high qualifications candidates and 
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, significantly higher than the low qualifications candidates on job experience 
and training (see Table 1). 
- Analysis of the Dependent Measures. A preliminary multivariate ANOVA 
performed on responses of the experimental subjects to the major depen- 
dent measures yielded a highly significant multivariate main effect for ap- 
plication qualifications [Wilks X= .30, Rao's F(8,43) = 11.79, p < .0001]. 
No other effects were statistically significant. Separate 2 x 2 + 1 univariate 
ANOVAs revealed only main effects for application qualifications on the 
net favorability of items recalled from the interview (w*= .063, p = .001); 
the net favorability of. behaviors (a? = .0799, p = .0002) and traits (4? = 
.1105, p = .0002) used to describe the interview performance of the appli- 
cant; the rated performance of the applicant in answering the interviewer's 
questions (w* = .0590, p = .0119); the willingness to invite the applicant for 
a second interview (iss .5576, p < .0001); willingness to hire the applicant 
(o? —.168, p «.0001); personal liking for the applicant (w*=.0835, p= 
.0038); and ratings of overall qualifications (w?- .565, p < .0001). On each 
of these variables, the candidate with a good application was evaluated more 
favorably than was the candidate with a poor application. The mean re-- 
sponse of the no-application control group was intermediate to the two ex- 
perimental groups (see Table 1). 


-Consistent with past research (Huguenard et al.,.1970;. Latham et al., 
1975; Springbett, 1958; Tucker & Rowe, 1979), observers’ postinterview 
evaluations of applicants conformed to the level of qualifications depicted : 
in the applicants’ paper credentials. The biasing effects of the application 
on postinterview evaluations were accompanied.by biases in the recall of - 
information from the interview, in trait and behavioral descriptions of the 
interviewees' performances in the interview, and in the ratings of the in- 
terviewees' overall performance in the interviews. The findings supported 


the hypothesis that observers of an interview tend to assimilate their percep- 


tions of the interviewee's performance in the interview to their impressions 
of the interviewee's paper credentials (Dipboye, 1982; Springbett, 1958). 
The differences in the descriptions of the same interviewee by observers 
given different levels of application qualifications were often striking. For 
instance, when associated with a good application; one of the interviewees 
was described as alert, enthusiastic, responsible, well educated, intelligent, 
can express himself well, organized, well rounded, can converse well, hard 
worker, reliable, fairly experienced, and generally capable of handling him- 
'self well. When presented along with a poor application, the same inter- 
viewee was described as nervous, quick to object to the interviewer's as- 
sumptions, and doesn't have enough self-confidence. Similarly, in the check- 
list descriptions of the candidates, observers were less likely to describe an 
` “interviewee with poor credentials as well groomed, as expressing his ideas 
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well, or as cooperative, dependable; trustworthy, thoughtful, conscientious, 
friendly, intellectually mature, and enterprising in the interview task. 

. Simply changing the order of presentation did not appear effective in 
reducing the biasing effects of the application. This suggests that the ap- 
plication’s effects on the search and retrieval of information from the in- 
terview does not result exclusively from biased encoding. of information 
at the time the interview is observed. Indeed, the lack.of an order effect 
may indicate that the application influenced the search and retrieval of in- 
formation primarily at the time the observers were making their final evalua- 
tions. 


Experiment 2. 


Two questions ‘dined by the findings of the first study led to a second 
experiment. One question was whether the biasing effects of the applica- 
tion were limited to situations such as in the first study, in which the inter- 
view was relatively ambiguous compared to the application, or if these find- 
ings were generalizable to situations in which the interview was unambigu- 
ous. One position, suggested by research on contrast effects, was that a 
moderate or ambiguous level of performance was more likely to be assim- 
ilated to prior impressions than more extreme performances (Wexley et al., 
1973; Wexley et al., 1972). Another issue explored in this second experi- 
ment was whether raters would be less accurate in recalling information 
from the interview when they hàve access to applications than when they 
have no access. Unlike the first experiment, in which the responses to recall 
and recognition tasks could be.evaluated on favorability but not accuracy, 
thé second experiment contained accuracy measures and provided a test 
of the prediction that observers with applications would be less accurate 
in their recall of information than observers without applications. 


Method 


Overview of the Experimental Design. Subjects in the experimental con- 
ditions evaluated one applicant for a sales job on the basis of a script from 
the interview with that candidate and an application. The experimental de- 
sign was a 3X3 between-groups factorial with application qualifications 
constituting one fixed effect factor (poor, good, no-application control) 
and the interviewee's performance in the interview (poor, mixed, good) con- 
stituting the other fixed effect factor. 

Procedure. Subjects were 99 undergraduates at Rice "University enrolled 
in psychology courses who participated in groups of 3 to 10 for extra course 
credit. Subjects were given essentially the same cover story and job descrip- 
tion as used in Experiment 1 and were instructed to evaluate a candidate 
for the job of salesperson. To manipulate application qualifications of the 
candidate, subjects in the experimental groups were given either a good 
application (g.p.a. of 3.95, two previous sales jobs, marketing major, 
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favorable references) or a poor application (g.p.a. of 1.91, one previous 
sales job, an elementary education major, and mediocre recommendations). 
Subjects in the control group were not given application materials; they 
evaluated the candidate solely on the basis of the interview. 

. The interviewee's. performance in answering the questions of the inter- 
viewer was manipulated in Written scripts of an interview (Dipboye & Wiley, 
1977). Scripts rather than videotaped interviews were used to provide the 
tighter control needed over the stimulus materials to examine accuracy of 
recall and to explore the generalizability of the findings of the first experi- 
ment to different procedures and stimuli. In all three scripts, the interviewee 
was asked essentially the same questions by the interviewer and provided 
the same information in response to the questions. However, the style with 
which the interviewee answered the questions was varied so that in the good 
interview the applicant was highly responsive, elaborated on his answers 
without being coaxed, and appeared self-confident, poised, and prepared. 
In the.poor interview, the applicant was unresponsive, had to be coaxed 
by the interviewer to provide complete answers, and appeared nervous, lack- 
ing in confidence, hesitant, and unprepared. In the mixed interview, half 
the responses were taken from the poor interview and half were taken from 
the good interview. The information in the scripts and the applications did 
not overlap. 

Dependent Measures. Subjects were first presented with the application, 
followed by the script of the interview, and finally the dependent measures. 
The. same questionnaire items used in the first experiment were used in this 
second experiment (see Table 2). Subjects also were presented with a booklet . 
that listed each of the questions asked by the interviewer in the scripts, and 
they were asked to restate briefly the applicants’ answers to the questions. 
Two trained raters evaluated the accuracy of the answers to each question 
on a 4-point scale (1 = totally incorrect or failure to recall anything; 2 — in- 
complete and: partially correct; 3 — incomplete, but correct; 4 — complete 
and correct), and the ratings for each subject were averaged across all the 
questions. The correlation of the averaged ratings of the two raters was 

.80. The raters also counted the number of items recalled correctly, and 
the interrater reliability on this measure was .88. 


Results 

Analysis of the Manipulation Checks. A 3x 3 ANOVA performed on 
. responses to checks on the success of the application qualifications manipula- 

tion revealed only significant main effects for the applications qualifica- 
tions manipulation. In support of the manipulation, the poor application 
candidate was evaluated as having poorer job experience (w?=.335, 
p<.0001), a poorer academic record (w= .827, p<.0001); less relevant 
education and training (W° = .704, p<.0001); and poorer recommenda- 


tions (w*=.879, p<.0001) than the good application candidates. On ` 
ratings of job experience and education/training the no-application control 
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Table 2 
Means for Manipulation Checks and Dependent Measures : 
for Experimental Conditions 


Application Qualifications — — Interview Performance — 
Poor None Good | F* Poor Mixed Good F* 


. How well do you think this 
candidates experience fits 


[I] 


the 

job? 3.75% 5.46b 6.749 25.95 5.163 4.948 5.658 1.63 
2. How would you evaluate the 

applicant's academic record? 2.818 8.4806 233.34 5.778 5.698 5.418 .58 

3. How well do you think this 

candidate's education and 
fits this job? 3.06* 5.84> 7.810 112.04 5.488 5,338 5.532 .25 

A. Aar a qualifications for 

8 Or 

the job on the basis of the ref- 
erences? 1.588 8.455 304.99  5.08* 4.638 4.818 37 


UA 


. How good of a job did the 
candidate do in answering the 
interviewer's questions? 3.802 4.2815 4.77 4.57 1.90% 3.33b 7.53° 126.02 


6. How would you evaluate the 
e’s qualifications for 
the job? 3.33" 5.345 6.84€ 36.24 4.77% 4.389 6.158 10.1 
7. Would you invite this candi- 
date to visit his company 
for a second 3.838 5.53> 6.81° 17.10 4.715 4.500 6.818 12.58 


terview? 

Would you hire this person? 3.71% 4.786 6.71¢ 17.78 4.179 4.535 6.348 10.79 
. How much would you per- 

sonally like this candidate? 5.252 5.13" 6.078 2.24 4.748 5.5319» 6.096 4.25 
10. Average rated accuracy of re- 

call of interviewee’s answers 2.88% 3.04b 2.818 5.87] 2.848 2.998 2.918 2.51 
11. Average number of items re- . 
called correctly on each ques- 
tion 1.462 1.615 1.378 7.57 1.39% 1.494 1,576 4.23 


*Duncan multiple range tests were performed sieaiticaate dep means for the main effects. Those 
not having common rp gehst ion nan yii < a 7.05). The dfs for all F-tests except 
those on items 2 and On items 2 and 4, e Rael ,61. 


so go 


had ratings intermediate to the low and high qualifications groups. In sup- 
port of the interview performance manipulation, a highly significant main 
effect was found for interview performance on ratings of how well the can- 
didate did in answering the interviewer's questions (w? = .709, p < .0001). 
As expected, subjects in the good interview condition gave higher ratings 
to the interviewee than did subjects in the mixed condition who, in turn, 
gave higher ratings than did subjects in the poor interview condition. 
Analysis of the Dependent Measures. A preliminary multivariate ANOVA 
was performed on the major dependent measures, excluding the manipula- 
tion check items. This factorial analysis yielded a highly significant multi- 
variate main effect for application qualifications [Wilks \ = .0748, Rao’s 
F(18,126) = 18.58, p<.01] and for interview performance [Wilks \ = .2412, 
Rao’s F(18,126) 27.25, p< .01]. A 3x3 univariate ANOVA was conducted 
on responses to each measure to interpret these multivariate effects, and 
the effects of these analyses are summarized in Table 2. A main effect for 
application qualifications indicated that subjects in the no-application con- 
trol were rated as more accurate in their recall of answers than either the 
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poor or good application groups (W= .0929, p= .0041). Also, the no- 
application group recalled more items. correctly than did either the poor 
or good application groups (w* = .1186, p =.0009). In addition to the ap- 
plication main effect, there was a main effect for interview performance 
in which the poor interview group recalled fewer.answers correctly than 
the mixed and good interview groups (w= .0583, p = .0178). 

Main effects were found for application qualifications on the ratings of 
overall qualifications (w^ = .376, p < .0001); willingness to invite for a sec- 
ond interview (w^—.204, p«.0001); willingness to hire (w?=.221, p< 
..0001); and the performance of the interviewée in answering the interviewer's 
questions (w^ = .0148, p —.0129). Main effects also were found for inter- 

view performance on ratings of overall qualifications (»^—.0991, p< 
- ,0001); willingness to invite for à second interview (w*=.073, p < .0001), 
willingness to hire (w° —.129, p<.0001); and the performance of the in- 
terviewee in answering the interviewer's questions (o = .709, p < .0001). 
The ratings were in the expected direction for both main effects. Post hoc 
comparisons indicated that the interview performance main effect was due 
primarily to the significantly higher ratings given in the good performance 
condition relative to the other two conditions. The poor and mixed per- 
. formance conditions did not significantly differ on most of the variables. 
In the analysis of responses to the personal liking item, only a main effect 
for interview- performance was found (w’?=.0595, p —.0172). The poor 
performance candidate was liked less than the mixed performance candi- 
date, who, i in turn, was liked less than the good petiormance candidate. 


Discussion 


. Consistent with the findings of Experiment 1, the qualifications of the: 
candidate depicted in paper credentials influenced the evaluation of the in- 
terview performance and the recall of information from the interview. In 
support of these predictions, the presence of an application had the effect 
of reducing the accuracy with which the observers recalled information from 
- the interview. Furthermore, the findings of Experiment 1 do not seem limited 
. to ambiguous interview performances. Interviewees who had good applica- 
tions were rated as having done a better job in answering the interviewer's 
questions than interviewees having poor applications, independent of their 


. level of overall performance in the interview. Furthermore, contrary to find- 


ings of Carlson (1971) and Bolster and Springbett (1961), subjects did not. 
appear to **overreact'' to information that disconfirmed their initial im- 
pressions by radically changing these initial i impressions in the oon 


m .' of the disconfirming evidence.. 


Although application qualifications affected evaluation of the inter- 
viewee's performance in the expected direction, evaluations of the applica- 
tion credentials (i.e., academic performance, recommendations, educa- 
tion/training, work experience) were not affected by the level of perfor- 
. mance in the interview. This is consistent with Springbett's hypothesis that 
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it is the application that “‘provides a clearcut framework into which subse- 
quent rather ambiguous information can be assimilated’’ (1958, p. 20). Even 
when the interview performance is unambiguously good or bad, the inter- 
viewer still must decide the extent to which the performance of the inti 
viewee is a reaction to the situation or evidence of stable traits related to 
the job. Moreover, much of the information presented in the application 
can be checked for accuracy (e.g., g.p.a., job experience, recommenda- 
tions), whereas much of the information gleaned from the interview (e.g., 
statements of interest in the job) often is of uncertain validity and much 
more difficult to verify. Given the ambiguities inherent in interpreting in- 
terview performances, the interviewer may use a trait concept or schema 
made salient by the application to encode and/or retrieve information from 
the interview. | 


Conclusions 


The present research replicates past findings that the application biases 
postinterview impressions (Huguenard et al., 1970; Latham et al., 1975; 
Springbett, 1958; Tucker & Rowe, 1979) and shows that biases in the recall 
of information from the interview and the evaluation of the interview medi- 
_ ate these effects. In addition to providing support for one prediction posed 
in a model recently presented by Dipboye (1982), the present findings also 
have several potentially important implications for future research and prac- 
tice. Past research suggests that interviewers should concentrate on assess- 
ing social skills, motivation, and personality of the applicant (Grant & Bray, 
1969; Jackson, Peacock, & Holden, 1982; Landy, 1976; Ulrich & Trumbo, 
1965); follow a structured interview format (Carlson, Schwab, & Henne- 
man, 1970; Schwab & Henneman, 1969); base their interview questions on 
systematic job analyses (Latham et al., 1980); and evaluate applicants against 
job requirements (Langdale & Weitz, 1973; Wiener & Schneiderman, 1974). 
Although these practices appear to improve the validity and/or reliability 
of interviewer judgments, the present findings suggest that they may do 
little to increase the functional utility of the interview if paper credentials 
bias the information that interviewers glean from the interview. One ob- 
vious solution, which professional interviewers are likely to resist, is to in- 
terview candidates and evaluate their performance in the interview before 
examining paper credentials. A more realistic solution, which should be 
assessed in future research, is to train interviewers to form hypotheses on 
the basis of paper credentials and use the interview to test these hypotheses. 
Future research also should determine if the recall of information from 
the interview is organized around a specific schema of the job or if it rep- 
resents a more general halo bias in which interviewers favorably impressed 
with the application recall favorable information and fail to recall unfavor- 
able information regardless of the fit to the schema. Another implication 
of these findings for future research is that researchers need to distinguish 
more clearly the assessment of paper credentials, such as typically occurs 
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before the interview, from the face-to-face interview itself and the integra- 
tion of information that occurs after the interview. 

There are several potential limitations on generalizing these findings. 
Whether the biasing effects of paper credentials found in this research with 
observers generalize to face-to-face interviews remains to be assessed. Also, 
caution must be used in extrapolating these findings to professional inter- 
viewers, despite the repeated failure to find major differences between college 
students and interviewers in their judgments of applications (Bernstein, 
Hakel, & Harlan, 1975; Dipboye, Fromkin, & Wiback, 1975; Jackson et 
al., 1980). Nevertheless, the findings of these studies generally support the 
predictions and encourage further testing and development of the model 
(Dipboye, 1982). 
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A model of the unionization process is proposed, tested, 
and generally supported. The constructs of work environ- 
ment, instrumentality beliefs, and labor union image are 
hypothesized as trigger, augmenter, and veto influences, 
respectively, of pro union voting intentions. In addition, 
the role of referent others is hypothesized to be a deter- 
minant of pro union voting intention. 


The appeal of unions to U.S. workers has received considerable atten- 
tion recently in the fields of management (Brief & Rude, 1981), psychol- 
ogy (Gordon & Nurick, 1981), and industrial relations (Cooke, 1983; Fiorito 
& Greer, 1982). The study of the unionization process at the individual level 
of analysis has undergone an evolution. Early studies examined the pro- 
cess in economic terms (Bakke, 1948; Tannenbaum, 1965). Later, behavioral 
science studies began to emphasize the role of individual needs and motiva- 
- tion as critical variables in the decision proces to join a union (Uphoff 
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& Dunnette, 1956). Within the past five years a number of researchers have 
focused on the role of attitudes and perceptions toward unions, voting in- 
tentions, union voting behavior, and union membership. (See, for exam- 
ple, Brett, 1980; Brett & Hammer, 1982; DeCotiis & LeLouarn, 1981; Get- 
man, Goldberg, & Herman, 1976; Gordon, Philpot, Burt, Thompson, & 
Spiller, 1980; Hamner & Smith, 1978; Kochan, 1979; Schriesheim, 1978.) 
In general, these recent studies, when considered together, are beginning 
to reveal a consistent pattern of relationships between pro union attitudes 
and behavior and attitudes toward the job, attitudes toward unions, and 
beliefs that unions can be instrumental in obtaining desired outcomes. 

The purpose of the present study is to test an integrative model of union 
voting intention that simultaneously examines several key constructs of the 
unionization process. These variables are work environment, union instru- 
mentality perceptions, union image, and subjective norms. A second pur- 
pose of this study is to test the proposed model of pro union attitudes for 
a relatively unexplored group of employees: southern workers from right- 
to-work states with a historically low percentage of unionization. Figure 
1 illustrates the model of union voting intentions that guided the present 
research. 


Figure 1 
Model of Union Voting Intentions 
Trigger: | 


Demographic Factors: 
Augmenter: 
UNION 
Veto: VOTE Xs—Seniority 
NETO 
Subjective Norms: 19— Earnings 
Joint Effect: 


X,—Trigger by Augmenter by Veto 


In the proposed model four key constructs—trigger, augmenter, veto, 
and subjective norms—along with demographic factors are hypothesized 
to influence vote intention. The trigger, augmenter, and veto factors are 
hypothesized as both additive and nonadditive (x= joint effect) causes of 
vote intention. Before testing this model, however, a discussion of the ra- 
tionale for the inclusion of these variables is warranted. A number of pre- 
vious studies have found relations among both affective and cognitive dimen- 
sions of the work environment and voting against a union. For example, 
Stampolis (1958), LeLouarn (1979), Herman (1973), and Schriesheim (1978) 
have reported significant relations between satisfaction with work, wages, 
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and working conditions and union voting behavior. Similarly, from a cog- 
nitive perspective Duncan and Stafford (1980) found that jobs low in‘au- 
tonomy and skills used and high in machine pacing were more likely to 
be unionized. Moreover, Kochan (1979) found that for white collar workers 
dissatisfaction with task related factors was correlated with pro union vote 
intent. Thus, certain task factors may operate to influence voting behavior 
either directly or indirectly through the worker’s oars dissatisfaction 
with various features of the work environment. 

In the present study work environment is Sperationalized suci that both 
the cognitive and affective aspects are captured as independent triggering 
mechanisms of a pro union vote intent. Drawing on the job design literature 
(Hackman & Oldham, 1974), the worker's perception of key task factors 
or job scope (as reflected i in the motivating potential score associated with 
the job) is hypothesized to trigger a pro union vote intent. Jobs that are 
low in motivating potential should evoke a more positive union vote inten- 
tion. Similarly, in terms of affect, workers who express less satisfaction 
with various facets of the work environment (pay, security, supervision, 
and so forth) are predicted to express higher intentions to vote for a union. 
This conceptualization explicitly recognizes that although a worker may 
be satisfied with some features of the work environment such as the job 
itself or co-workers, dissatisfaction with other features, such as supervi- 
sion, may still serve to trigger a pro union vote intention. 

The notion of the work environment as a trigger mechanism, however, 
is not without conceptual difficulty. As an explanation of individual level 
vote intention, it is unclear whether all employees, for example, are recep- 
tive to unionization attempts at similar levels of perceived low job scope 
or job satisfaction. If a threshold does exist, the determinants of this 
threshold may differ across workers. Finally, although behavioral ap- 
proaches to the unionization process are distinctly oriented to the individual 
as the unit of analysis, successful unionization requires the support of a 
group of employees. Whether 10 percent versus 50 percent of the workers 
must be dissatisfied with the environment before a union is viewed as a 
viable alternative is unclear. Other things equal, though, it could be hy- 
pothesized that the greater the dissatisfaction with the work environment, 
the more susceptible the worker is to unionization attempts. 

Several researchers (Brett, 1980; DeCotiis & LeLouarn, 1981; Kochan, 
1979), drawing on premises explicit in expectancy theory, have suggested 
that workers will intend to vote for a union if they not only are dissatisfied 
with the work environment, but a/so believe that the union will be instru- 
mental in improving conditions of work in cases in which management has 
been unresponsive or noninstrumental. Dissatisfaction with the work en- 
vironment in terms of critical job perceptions or general job dissatisfac- 
tion, therefore, can trigger or arouse interest in uhion representation, but 
will not necessarily result in pro union voting intention. 

Instrumentality perceptions of the union are hypothesized to augment 
pro union voting intentions. That is, dissatisfaction alone will not account 
totally for why workers seek union representation. An employee who is 
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dissatisfied with the work environment, but who also perceives the union 
as an instrumental vehicle for changing various aspects of the job will be 
more likely to exhibit a pro union vote intention. The role of instrumen- 
tality. perceptions on voting intentions, as depicted in Figure 1, therefore 
is both additive and nonadditive through the hypothesized joint effect with 
the work environment perceptions and labor union image (that is, the in- 
teraction effect, xa). 

A third critical variable in the proposed model of union voting inten- 
tions is the worker’s perceptions of the union. The image of the labor union 
is hypothesized as a veto influence on union voting intentions, even though 
the worker may be dissatisfied with the work environment and/or perceive 
that unions.could be instrumental in the achievement of desired outcomes. 
How one acquires either a positive or negative impression of labor unions 
is not completely understood. Gordon and Nurick (1981), using the Katz 
and Kahn (1978) formulation of organizational role making processes, sug- 
gest that the union can communicate role expectations to either current or 
potential members. Yet, workers can and do form images of organized labor 
without experiencing union organizing campaigns. The question of how 
labor union image is acquired, whether by role making processes within 
the union, the employing organization, or the community in which the 
worker resides, or perhaps by other sources, is beyond the scope of this 
study. Nevertheless, in the present study perceived labor union image is 
hypothesized as a veto influence through its direct effect on voting inten- 
tion. An employee who is dissatisfied with the work environment, or who 
has a high union instrumentality belief and who would otherwise vote for 
a union, will not do so when labor union image is viewed negatively. 

A fourth factor hypothesized to exert an influence on the unionization 
process is subjective norms. As described by Fishbein (1967) and applied 
by Brief and Rude (1981) to the unionization process, subjective norms 
reflect the employee's perceived expectations of salient others and the mo- 
tivation to comply with those norms. In other words, a worker may not : 
intend to vote for a union, despite dissatisfaction with the.work environ- 
ment and high perceived instrumentality, because referent. others do not 
intend to support a union. Referent or salient others may be co-workers, 
family members, or community leaders, for example.. As such, these indi- 
viduals can communicate their expectations to others. Similar to an un- 
favorable labor union image, subjective norms are hypothesized to operate 
through the worker's perception of referent others’ nonsupport for union 
representation and, in turn, reduce the worker's intention to vote for a 
union. 

Finally, the model suggests that workers may intend tó support a union 
only when the trigger, augmenter, and veto conditions are jointly met. That 
is, a four-way interaction among motivating potential, job satisfaction, 
union instrumentality beliefs, and labor union image is hypothesized such 
that, for workers to express pro union voting intentions, they must perceive 
low motivating potential in their work, be dissatisfied, perceive unions as 
instrumental, and not hold a negative image of labor unions in general. 
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In summary, a model of the unionization process is proposed that ex- 
amines four key determinants of pro union voting intentions: (1) the trig- 
ger effect of the work environment through the motivating potential of the 
work and job satisfaction; (2) the gugmenter effect of high union instru- 
mentality beliefs; (3) the veto effect of an unfavorably perceived labor union 
image; and (4) the role of subjective norms on individual vote intentions. 
Although previous writers have suggested that the unionization process may 
vary because of such individual differences as wage level, seniority, race, 
sex, Or occupational status (see, for example, Blinder, 1972; Farber & Saks, 
1980; Kochan, 1979), the proposed model is hypothesized to operate simi- 
larly regardless of differences in these factors. Individual differences, such 
as race, may account for observed differences in the levels of key variables 
in the model, but the underlying psychological process is predicted to gen- 
eralize over subgroups of workers. Nonwhite or female workers, for ex- 
ample, may perceive a higher degree of union instrumentality for achieve- 
ment of economic benefits (improved wages) because these groups generally 
earn less than white or male workers, respectively. Econometric studies of 
the effects of unions on wages show that unions on average increase wages 
and lower dispersion in earnings (Freeman, 1982; Lewis, 1963). Therefore, 
lower wage workers (i.e., blacks and females) will perceive the union as 
_ more instrumental for obtaining increased wages. For these reasons indi- 
vidual differences resulting from wages, seniority, or occupational status, 
rather than race or sex per se, are hypothesized to influence pro union vote 
intention. . 

A final issue addressed by the present study concerns the so-called 
“southern effect" of worker resistance to unionization attempts. The avail- 
able evidence in support of the relationship between worker’s attitudes and 
perceptions and union vote intentions and behavior has come primarily from 
studies conducted in nonsouthern states (Getman et al., 1976; Hamner & 
Smith, 1978; Schriesheim, 1978). Using the quality of employment survey 
data, Kochan’s (1979) analysis found that when other environmental fac- 
tors were controlled, the ‘‘southern effect’’ disappeared. Because the pres- 
ent study was conducted with employees drawn from two southern right- 
to-work states, the proposed model of union voting intentions can be sub- 
jected to a critical test. Thus, although previous research offers partial sup- 
port for some of the components in the proposed model, no studies have 
empirically tested the kind of model suggested by Brett (1980)—an inte- 
grative model that assesses the impact of the work environment, perceived 
union instrumentality, perceived labor union image, and subjective norms 
on union voting intentions. 


Method 
Sample Selection and Characteristics 


The sample consisted of members of a consumer panel who are regular- 
ly surveyed for their views on a number of topics. The sample, drawn from 
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two southeastern states, is a representative cross-section (according to the 
| geographic distribution of the population) of people with a median house- 
hold income greater than $6,000 annually (the average annual income for 
the study sample was $17,283). Of the total panel of 1,200 people, 740 ques- 
tionnaires were returned (62 percent of the panel). Of the 740 respondents, 

62 (8.4 percent) were removed who currently belonged to a union, and 
another 287 were removed who listed their occupations as doctors, lawyers, 
engineers, or managers. These latter subjects were removed because of the 
lack of opportunity to organize. Of the final study sample of 400 respon- 
dents, 53 percent were male, 11 percent were nonwhite, 26 percent were 
in blue collar occupations, and company seniority averaged 13 years. All 
respondents completed identical questionnaires described below. 


Measures 


Dependent Variables. Three different aspects of union voting intentions 
were assessed using a 3-point Likert scale (1 = no, 2— uncertain, and 3 = yes). 
One questionnaire item asked if the person would be willing to sign an au- 
thorization card to allow a union certification election (19 percent yes, 51 
percent no). A second item asked if the person would vote for a union if 
- given the opportunity (15 percent yes, 56 percent no). A third item asked 
if the person would vote to decertify a union if given the chance (44 per- 
cent yes, 38 percent no). The third item was reverse-scored for all analyses 
such that higher scores indicated. stronger union voting intentions. These 
three items were added to form a summary union voting intention index 
(internal consistency estimate was .89). | 

Independent Variables. A number of survey items were used to assess 
the independent variables of motivating potential, job satisfaction, union 
instrumentality, perceived labor union image, and. the demographic fac- 
tors of race, sex, occupational status, wage, and seniority level. 

Motivation potential: An additive composite index was constructed from 
the Job Diagnostic Survey (JDS) (Hackman & Oldham, 1974) items that 
measured the perceived job dimensions of skill variety, autonomy, feed- 
back from the job, task identity, and task significance (motivating poten- 
tial score). Each survey item was assessed with a 7-point scale, and the in- 
ternal consistency reliability estimate of the composite index was .82. 

Job satisfaction: Similar to the motivating potential variable, an additive 
composite was formed of the 17-JDS short form items used to measure 
job, pay, security, social, supervision, and growth facet satisfaction. The 
items were-assessed using a 7-point scale and yielded an internal consis- 
tency reliability estimate of .92. 

: Union instrumentality beliefs: Respondents were asked to indicate the 
extent to which they agreed or disagreed (using 5-point scales) that a labor 
union on their job would result in a greater probability of occurrence of 
20 outcomes: increased wages, improved benefits, protection from being 
fired, creation of new jobs, being charged excessive dues (reverse-scored), 
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increased work disruptions (reverse-scored), strikes (reverse-scored), fewer 
promotions (reverse-scored), work stoppages (reverse-scored), cause em- 
ployer to relocate (reverse-scored), improved work hours, improved pro- 
ductivity, improved working conditions, fairness of treatment, employee- 
management friction (reverse-scored), fewer accidents, more interesting 
work, easier handling of grievances, improved health environment, and in- 
creased number of grievances (reverse-scored). An additive composite of 
the 20 items was used to form a single measure of union instrumentality 
(internal consistency was .93). 

Labor union image: Union image was measured by four items dealing 
with general attitudes towards unions. Respondents were asked to indicate 
the extent to which they agreed or disagreed (using 5-point scales) with state- 
ments describing unions as corrupt, too strong, not adequately represent- 
ing women,.and unnecessary, given current laws. An additive composite 
was used to form a single measure with an internal consistency reliability 
estimate of .77. The entire index was scaled such that higher scores reflected 
a more positive image of labor unions. 

Subjective norms: To assess a worker’s beliefs of how referent others 
would vote in a union representation election, three items were summed 
into a single index. Each item was scaled on a 3-point basis (1 = no, 2 =un- 
certain, 3 = yes). The items were: Do you think your co-workers would favor 
a union; did either of your parents belong to a union; and do any of your 
other relatives belong to a union? This composite yielded a disappointing- 
ly low internal consistency estimate of .37. 

Demographic factors: A variety of questions were used to assess the race, 
sex, occupational status, current wage/earnings, and seniority levels of the . 
respondents. Occupational status was determined from the Census Bureau 
index of occupations. Census codes 1 through 396 were coded white col- 
lar, all others blue collar. Race (white/nonwhite), sex (male/female), and 
occupational status (white versus blue collar) were coded as categorical varia- 
bles; current wages/earnings and seniority were treated as continuous vari- 
ables. 


Analytical Strategy 


Given the model proposed in Figure 1, a path analytic approach was se- 
lected to test the proposed linkages (Blalock, 1971; James, Mulaik, & Brett, 
1982). Although the factors depicted in Figure 1 may be causally related 
(that is, direct and indirect influences on union vote intention are present), 
meeting the assumptions of causal analysis to test such a model was beyond 
the scope of this study (James et al., 1982; Pfaffenberger, 1979). Because 
only direct relations are tested (consistent with Figure 1), a multiple regres- 
sion analysis was conducted to estimate the path coefficients associated with 
Figure 1. Although nonadditive terms are viewed as complications to path 
analytic approaches, the 4-way interaction proposed in Figure 1 was deemed 
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necessary because of theoretical considerations. To. reduce the multicol- 
linearity between the trigger, augmenter, and veto variables and the joint. 
effect, the means of the first four variables, respectively, were subtracted 
from each observation in the computation of the cross product term for 
the joint effect (Althauser, 1971). For Figure 1, the interaction term was 
assessed consistent with moderated regression analysis to assess its incre- 
mental contribution to the explanation of union vote intention. 


Results 


Bivariate correlations as well as means, standard deviations, and reliability 
estimates for the study measures are presented in Table 1. The zero-order 
correlations among the trigger, augmenter, veto, and subjective norms vari- 
ables and pro union vote intention are in the predicted direction and are 
significant. The transformed measure of the joint effect of the trigger, aug- 
menter, and veto influences, however, is not significantly correlated with 
vote intention. Three of the five demographic variables—sex, race, and 
wage—exhibit significant correlations with union vote intention.  . - 

To estimate the direct effects of the hypothesized influences of union 
vote intention depicted in Figure 1, path coefficients were estimated and 
are presented in Table 2. In terms of the four key constructs hypothesizing 
union vote intention, only the path coefficients for the triggering effects 
of motivating potential of the job and job satisfaction failed to reach sig- 
nificance. Among the three significant path coefficients, the subjective norms 
variable exhibited the largest path, which was nearly double the magnitude 
of the instrumentality and labor union image coefficients, Given the non- 
significant path coefficient for the joint effect term, the hypothesized veto 
effect of labor union image appears to operate more as a main effect than 
as an interactive influence on pro union vote intention. Finally, of the five 
demographic factors, only Seniority exhibited a significant, positive path 
coefficient. Although previous studies would suggest a negative relation- 
ship between seniority and vote intention, the positive coefficient observed 
here may reflect the peculiar nature-of this nonunion southeastern sample. 
Overall, though, the remaining insignificant path coefficients would sug- 
gest that demographic factors exert an indirect rather than a direct influ- 
ence on union vote intention. Although indirect effects could not be as- 
sessed in this study, presumably the demographic effects operate through 
the hypothesized trigger, augmenter, veto, and subj ective norms mecha- 
nisms. 


Discussion | 


Several «orit conclusions can be drawri from the results of the pres- 
ent study. First, the relationship between job attitudes and pro union vote 
intention is complex.. Given the nonsignificant path coefficients for the work 
environment. variables, dissatisfied workers may not necessarily ‘seek 
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^. Table 2 
Multiple Regression Estimates oi Path Coefficients 


E Variable: Union Vote Intention i 


Independent Variables l Beta* l SE? 
Mo potential 01 01 
pos satisfaction -.01 01 
ey perceptions 08** 01 
eto 
erri union image 11** 03 
s Pe of referent others 17** 05 
: Joint eff : 
Trigger x augmenter X veto .00€ i .00° 
Sex ' .08 19 
Race ~.29 28 
Wage f 00e 00: 
Seni 02** 01 
onal status 24 19 
de " : 76 
Overall F 36.8]** 
Sample N 303 
*Standardized regression (path) coefficient. 
bStandardized error of beta. — C 
“Less than-.00001. 
*p«.05 
**»p«.01 


unionization as a means to redress job problems. The hypothesized aug- 
menter, veto, and subjective norms effects, however, did exhibit a signifi- 
cant influence on pro union voting intentions. This study, therefore, has 
demonstrated clear empirical support for three important determinants of 
pro union voting intentions: instrumentality beliefs, labor union image, and 
subjective norms. Second, contrary to conventional wisdom, demographic 
factors per se, such as being nonwhite or female, do not necessarily pre- 
dispose some workers to support unionization. These study findings would ` 
argue that perhaps demographic influences are exerted only indirectly 
. through the augmenter, veto, or subjective norms effects on pro union vote 
- intention. Third, an integrative model of pro union vote intention has been 
validated for a sample of nonunion southern workers who generally have 
been unresearched by previous industrial relations studies of the unioniza- 
tion process. 

In some respects these study findings Comoboric Kochan’s (1979) results; 


. in other respects they do not. Although only 15 percent of this study's non- 


union sample indicated that they would vote for a union (33 percent in 
Kochan's study), both studies supported the consistent influence of instru- 
mentality perceptions on pro union voting intentions. Unlike Kochan's 
study, the present study found very little. support for the direct effect of 
. . demographic variables, especially race, on pro union voting intentions. Al- 
though the multivariate results of this study did not support the Kochan 
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finding of the triggering effect of job satisfaction on pro union vote inten- 
tion, the present study findings may be conservative, given the limited sample 
size and the multicollinearity among the trigger variables and the other vari- 
ables in the model. The zero-order correlation for job satisfaction with vote 
intention (-.32), however, was similar in magnitude to those obtained by 
Kochan (for example, bread and butter satisfaction, -.30; supervision, -.21; 
nature of work, -.30). Importantly, though, instrumentality perceptions 
were significant predictors of vote intention in both Kochan's study and 
in the present study. Although Kochan inferred a joint effect of dissatis- 
faction with working conditions, desire for influence over job conditions, 
and lack of other forms of influence on union vote intention, he did not 
conduct a direct test of this effect. In the present study, the joint effect 
for the trigger, augmenter, and veto influences on union vote intention was 
tested and not supported. Thus there was a direct effect influence only of 
the augmenter, veto, and subjective norms variables on pro union voting 
intention. 

A number of limitations to the present study deserve further comment. 
First, although the sample of respondents was drawn from southern right- 
to-work states, they may not be entirely representative of all workers from 
the region sampled. The sample, despite the removal of professionals such 
as doctors, lawyers, engineers, managers, is biased toward white collar 
workers, probably because of the nature of the sampling frame: a consumer 
panel that voluntarily agreed to complete questionnaires periodically for 
a university research center. Restriction in range on a number of the key 
variables of the behavioral model may have resulted from the sampling bias. 

A second limitation concerns the choice of a model to guide the research. 
Although it is beyond the scope of the present study, causal models can 
be developed that may be consistent with the data reported in this study 
but yet comprehensively assess indirect as well as direct influences on pro 
union vote intentions and behavior. Given that the proposed model was 
developed from prior theory and research evidence, the consistency of find- 
ings regarding the augmenter, veto, and subjective norms variables is en- 
couraging. Nonetheless, alternative models of, for example, a union/com- 
pany campaign (Brett & Hammer, 1982) are amenable to causal modeling 
and testing and will clearly advance understanding of the unionization pro- 
cess. The choice process, as Brett and Hammer (1982) have suggested, is 
complex; current beliefs about unions can serve as filters that shape the 
development and acquisition of future attitudes toward unions. Similarly, 
current membership in a union may represent an implicit or explicit choice 
to an individual; hence future beliefs and attitudes may be formed consis- 
tent with this implicit or explicit choice. An examination of actual voting 
decisions would imply longitudinal designs which, when combined with the 
causal model results from cross-sectional studies, can provide a more rigor- 
ous test of the proposed unionization models. 

Another limitation of the present study is thé conceptualization and opera- 
tionalism of pro union voting intentions. The process of expressing interest 
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in a union (authorization), actually voting (certification), and the process 
of disengagement (decertification) were all contained in the composite index 
of union voting intention. Clearly, this is an oversimplification of the union- 
ization process: the factors that operate prior to an election to influence 
actual voting behavior may differ substantially after certification when the 
union attempts to negotiate a contract successfully and avoid decertifica- 
‘tion. It is noted that research on the deauthorization/decertification pro- 
cess (Anderson, Busman, & O’Reilly, 1982; Dworkin & Extejt, 1980) sug- 
gests that the inclusion of individual level measures of attitudes toward 
unions, toward management, and perceived consequences for union and 
management contributes significantly to the prediction of decertification 
outcomes. The role of leadership (especially. informal), salient job related 
issues (potential triggers), and the content of the campaign messages (union 
images and subjective norms) would appear to be common determinants 
of unionization and decertification outcomes. Further research is needed 
to explore how the unionization and décertification processes are similar 
and/or dissimilar: - 
. Future studies of the unionization process also should address the deis: 
| minants of subjective norms through the role making processes within the 
organization, the union, and the community in which workers reside. Al- 
- though the subjective norms measure in the present study exhibited a strong 
path coefficient, its meaning and interpretation must be tempered by the 
disappointingly low internal consistency reliability coefficient observed for 
this measure. The study of organizational comimitment (Gordon et al., 1980; 
Porter, Crampon, & Smith, 1976) may provide a framework for. under- 
standing the attachment process that workers undergo. The unionization 
process also could be viewed from a social information processing frame- - 
work (Blau & Katerberg, 1982; Brett & Hammer, 1982), which may con- 
tribute to the understanding of the role of referent others in providing pro 
or anti union cues that, in turn, influence employee attitudes and behavior. 
Given these limitations, it still i is believed that a number of implications 
for management and union alike can be drawn from the preserit study. Given 
the pervasive influence of instrumentality beliefs, management may want 
to consider how personnel activities such as performance appraisal, com- 
pensation policies, grievance machinery, and discipline and discharge policies 
engender a sense of personal control for employees. Employees who perceive 
that efforts toward organizational objectives are consistently rewarded, that 
the compensation system equitably rewards workers in proportion to ef- 
fort and ability, who feel that the grievance system provides them with a 
voice, and who perceive that discipline and discharge policies are adminis- 
tered fairly and do not threaten job security are less likely to view unions 
as instrumental for the improvement of wages, hours, and working condi- 
- tions. Similarly, if these conditions are not present and if the work force 
is unorganized, accurate detection by a union can provide diagnostic in- 
formation for a successful organizational campaign. Instrumentality per- 
. ceptions could also guide union decisions regarding the roles to serve through 
the collective bargaining Process. . 
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A final issue worthy of further study is the role of union and employer 
actions that can potentially affect the degree of choice that a worker can 
exercise in a unionization campaign. In the present study, labor union image 
was conceived as a potential deterrent or veto influence on the choice for 
a union. Similarly, other conditions, such as a lack of alternative employ- 
ment opportunities and employer threats or fear of employer reprisal, may 
effectively constrain ''choice."' This situation is somewhat analogous to 
Hirschman's (1970) exit, voice, and loyalty concept, whereby employees 
who are dissatisfied with working conditions view unions as instrumental 
for improvement and thus view unions favorably, but they are unable to 
exercise voice because of coercive employer actions. Although the National 
Labor Relations Act (NLRA) proscribes such employer behavior, Chaney’s 
(1981) study of the National Labor Relations Board's (NLRB) reinstate- 
ment of employees terminated by their employers in violation of the NLRA 
section 8(a)(3) strongly suggests that employer actions can ‘‘chill’’ pro union 
attitudes and behavior. Thus, the Getman et al. (1976) finding that com- 
pany campaigns do not influence vote or attitude change may not have fully 
taken into account the degree to which choice was constrained by prior 
employer actions. 

In conclusion, the present study has presented compelling evidence in 
support of a multivariate model of the unionization process. Contrary to 
earlier writers who have suggested a rather simplistic view that dissatisfied 
workers seek union representation, the present study has identified several 
critical attitude constructs that operate in a complex fashion to influence 
pro union attitudes. Further research is needed that uses longitudinal designs 
and more heterogeneous samples of workers to refine and generalize the 
proposed model of the unionization process. 
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This study examines the relationship of faculty union- 
ism on satisfaction with pay and other job dimensions. 
Union faculty were more satisfied with their pay than were 
nonunion faculty. Other significant determinants of Jac- 
ulty. pay satisfaction were pay level, tenure, job experi- 
ence, and sex. With the exception of pay, unionization 

"^ was unrelated to other dimensions of job satisfaction. 


. The past decade has seen an enormous increase in the number of unionized 
institutions in higher education. In 1969 only 24 institutions of higher educa- 
tion had unionized faculties. By 1979, with the exception of law and medical 
‘schools, a total of 227 institutions were unionized, representing about 86,000 
professors. The vast majority of these colleges and universities were publicly 
owned and operated, 161 out of 227. In relative terms, about 30 percent 
of all public and 5 percent of all private institutions had faculty unions 
in 1979 (Garbarino, 1980). 

. Faculty unionism replaces the collegial governance system with one based 
on the process of collective bargaining for determining wages, hours, and 
conditions of employment. This significant change in employer-employee 
relations in vast areas of higher education has spawned an emerging body 
of research literature. This literature has dealt with issues such as the ex- 
tent of unionization (Garbarino, 1980); union structure (Bognanno & Sun- 
trup, 1975; Garbarino & Lawler, 1978); faculty strikes (Aussieker, 1976); 
faculty attitudes toward collective bargaining (Allen & Keaveny, 1981); and 
the relationship between faculty unionism and organizational performance 
(Cameron, 1982). A few studies have examined factors related to faculty 
interest in unionizing. Research addressing reasons for forming unions sug- 
gests that ID. members organize because of job dissatisfaction, primarily 
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with economic aspects of the work situation (Feuille & Blandin, 1974; 
Bigoness, 1978). In fact, data concerning university faculty indicate that 
when the effects of salary and satisfaction with pay are taken into account, 
other measures make virtually no contribution to explaining the felt need 
for a union (Allen & Keaveny, 1981). Surprisingly, little research has been 
done on the extent to which faculty pay satisfaction may be attributed to 
the presence or absence of a union. This study was designed to close this 
research gap by examining the impact of faculty unionism (as an indepen- 
dent variable) on pay satisfaction (as a dependent variable), while control- 
ling for the effect of other correlates of pay satisfaction. Although pay sat- 
isfaction is the focal point of this paper, the relationship between faculty 
unionism and other job satisfaction dimensions (e.g., promotions, work 
content) also will be explored.  . 

The best known model of pay satisfaction was developed by Lawler 
(1971). This model combines equity, social comparison, and discrepancy 
theory in order to explain the determinants of pay satisfaction. In this for- 
mulation, pay satisfaction results when there is a congruence between the 
amount of pay a person feels he/she should receive and the amount of pay 
he/she feels is being received. Dissatisfaction results when the amount the 
person receives is perceived to be less than the amount the person feels he 
or she should receive. The latter perception is a function of (a) perceived 
personal job inputs, (b) perceived job demands, (c) nonmonetary outcomes 
from work, and (d) pay history. The model predicts that, other things equal, 
a person who feels he/she has relatively high personal job inputs, a more 
demanding job, lower nonmonetary outcomes, and higher past earnings 
will feel he/she should receive a relatively high level of pay. The second 
component of the model, perceived amount of pay received, is said to be 
a function of pay level, perceived pay of referent other, and, to a lesser 
extent, pay history. . 

Empirical research generally has supported Lawler's hypothesis, although 
the addition of pay-system administration variables substantially improves 
. explained variance in pay satisfaction (Dyer & Theriault, 1976; Weiner, 
1980). The greater the clarity or degree of perceived understanding of criteria 
used to determine pay and the greater the perceived accuracy and consistency 

of pay decisions, the greater the reported level of pay satisfaction. 

The presence of a union may alter faculty perceptions of pay satisfac- 
tion by impacting some of the determinants of pay satisfaction suggested 
in the Lawler model. First, the union may alter the perception of *'pay re- 
ceived” by affecting pay level and pay history of faculty members. Although 
the econometric evidence on the impact of faculty unions on relative wages 
is unclear at this point, the belief that unions can use their bargaining 
strength to raise wages above the nonunion level is deeply ingrained 
(Mitchell, 1978). Second, the union may positively affect the perceived non- 
monetary outcomes. Most unions introduce the grievance procedure as a 
mechanism to determine justice and increased security to the faculty. 
Individual faculty members may perceive this protection as a form of 
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nonmonetary compensation that positively affects the faculty perceptions 
of pay. fairness. Third, the union may alter the perceptions of job demands. 
Faculty collective bargaining has shifted the locus of decision about the 
conditions of work and work expectations to the bargaining table (Birn- 
baum, 1980). For example, issues involving educational and research pro- 
grams, distribution of scarce research funds, faculty reductions, course 
loads; priorities for summer teaching, intercollege or departmental budget 
allocations, consulting policy, and so on are in many instances discussed 
and formalized within the context of negotiation settings. Fourth, faculty 
unions are likely to have a major impact on the perceptions of pay-system 
administration. Faculty unions have forced personnel reviews for pay into 
_ amore systematic framework, complete with decision making criteria, and ` 
open to general scrutiny. Further, many academic contracts have provi- 
sions that permit individual faculty members to appeal adverse decisions 
and even to take the decision ‘‘outside’’ to be tried before an impartial 
arbitrator or panel of arbitrators. 

For some faculty groups the union may have a depressing effect on pay 
satisfaction. In a nonunion university, Deans may have more flexibility to 
adjust pay levels for certain faculty groups, depending on market condi- 
tions, than Deans in unionized universities. There is some research that sug- 
gests that faculty members in fields with a ‘‘high market’’ demand, and 
facing easy access to alternative nonacademic jobs in industry, appear to 
have the most negative attitudes toward collective bargaining (Ladd & Lipset, 
1973). Social scientists have been found to be most favorable toward col- 
lective bargaining, followed by humanists and natural scientists. Professors 
in the fields of business, engineering, and related applied fields have been 
found least receptive to professional unionism (Feuille & Blandin, 1974). 
In general, those in the high market groups receive higher salaries than do 
those in the low market groups, and they fear that they may have more 
to lose by the leveling effect following the introduction of collective bar- 
gaining (Bigoness, 1978). Understandably, subjects in the high market fields 
would be expected to be most. apprehensive regarding such a prospect. 

The primary purpose of the present study is to assess empirically the rela- 
tionship between the presence or absence of a faculty union and the level 
of faculty pay satisfaction, while controlling for other correlates of pay 
satisfaction identified in the literature. The control variables included in 
the study are present salary (Bigoness, 1978; Dyer & Theriault, 1976); sex 
(Sauser & York, 1978); age (Dreher, 1981); years of experience (Ronan & 
` Organt, 1973), and tenure (Allen & Keaveny, 1981). 

This study also explores the extent to which faculty unions may have 
an effect on other job satisfaction dimensions. Kochan and Helfman (1981) 
found that among hourly workers union members were more satisfied with 
their pay, but less satisfied with supervision, promotion opportunities, job 
content, job context, and adequacy of resources. These authors advanced 

the hypothesis. that unionized workers may trade off higher satisfaction 
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with ‘‘bread and butter’’ issues in exchange for reduced satisfaction with 
other dimensions of their jobs.  . 

In summary, the research questions being asked here are: (1) Does the 
union positively influence the level of faculty pay satisfaction? (2) Are there 
greater differences in pay satisfaction between **high" and ‘‘low’’ market 
faculty groups under union versus nonunion conditions? (3) What factors 
moderate the relationship between the presence of a faculty union and pay 
satisfaction? (4) Do faculty unions exhibit a differential impact on pay sat- 
isfaction versus other dimensions of job satisfaction? 


Method 
Research Site 


The research site selected for this study consisted of a union university 
system (Minnesota) and a nonunion university system (Wisconsin) in the 
upper midwest region. These locations were chosen for a variety of reasons. 
First, the institutional characteristics of the campuses were closely matched. 
The union system is the Minnesota State College system, which is orga- 
nized by the National Education Association (NEA). The nonunion schools 
consisted of the regional university cluster campuses of the University of 
Wisconsin system. Three campuses of each of these university systems were 
chosen for the study (Mankato, Bemidji, and St. Cloud for the Minnesota 
system; Eau Claire, La Crosse, arid Oshkosh for the Wisconsin system). 
All campuses in the study were four-year degree granting public sector in- 
stitutions at which teaching is the primary emphasis. This is an important 
element affecting the generalizability of the study because faculty unions 
are almost exclusively associated with four-year ‘‘teaching’’ schools (Davey, 
Bognanno, & Estenson, 1982). Second, the locations were highly comparable 
- for the selected schools. All campuses were located in cities of less than 
60,000 population and not adjacent to any large metropolitan areas. Cost 
of living, unemployment rate, and general environmental conditions also 
were similar. Third, both Minnesota and Wisconsin have a public sector 
bargaining law permitting faculty organizing. This is an important factor 
in choosing a research site because the level of faculty organizing activity 
is highly dependent on the existence of enabling labor laws (Garbarino, 
1980). Fourth, the multicampus university systems in both states operate 
under virtually identical administrative structures. Each school is run by 
a president under the authority of a state-wide university board appointed 
by the Governor, with an administrative head (or chancellor) for all cam- 
puses. Within each campus, the college deans report to the vice-president 
for academic affairs, who in turn reports to the president. Direct faculty 
governance (e.g., through a university senate or a faculty committee struc- 
. ture within each campus) plays a minor role in both college systems. The 
close match in governance structure between both research sites is impor- 
tant to this study because differences in organizational characteristics may 


ad 


1984 OEE ENE EN BOINN |. S595 


be seated to both the presence or dicen of faculty unions as well as pay 
satisfaction. Fifth, the Minnesota system has been unionized since 1975, 
and four contracts had already been negotiated when the data for: this study 
were.collected. Therefore, enough time had elapsed in the Minnesota system 
for the. effects of the union on job satisfaction to be detected. 


Sample : 


The survey Padi from each school was anand selected from 
the faculty listings in Liberal Arts and Business Administration. This break- 
down allowed one to test for differences in pay satisfaction between ‘‘low’’ 
(Liberal Arts) and *'high"' (Business Administration) market groups under 
union and nonunion conditions. Of the 535 questionnaires distributed, 263 
were returned, consisting of 140 from Liberal Arts and 123 from Business 
Administration. Of the respondents, 48 percent worked in the union system; 
the remainder were in nonunion schools. This represented an overall re- 
sponse rate of 49.2 percent. A comparison of the respondents and popula- 
tion characteristics for the six schools showed a close match in terms of 
sex, academic rank, tenure, educational level, and age (Table 1). There thus. 
. were few demographic differences between — and the faculty p pop- 

ulation ‘of these pos: | 

‘Table 1 
| buius: of Demographic: Characteristics | 
. for Respondents v University ru Population* 





Characteristics . l (N=263)* - ; Population % 
Male . 77.5 16.6 
Female. 22.5 - 23.4 
Rank - 
Instructor - 12.1 12.0 
Assistant Professor 25.0 25.3 
Associate Professor 284 — 272 
_ Fall Professor | 24.5 35.5 
. No 26.8 27.1 
Yes 73.2. 72.9 
M.A. or professional degree 38.8 39.5 
D 61.2 60.5 
Age | 
Under 30 18.1 21.0 
31-40 - 30.9 32.1 
oa 30.3 33.3 
20.7 13.6 


aes 140 faclty members from Liberal Ara English, Humanities 
eee dur 123 from Business Administration (Economics, 
Accounting, Finance, and Computer’ Science). i 
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The pay satisfaction scale consisted of nine items, five of which were 
selected from the pay scale of the Minnesota Satisfaction Questionnaire 
(MSQ) (Weiss, Dawis, England, & Lofquist, 1967). Four items were added 
to the MSQ pay scale to measure satisfaction with benefits, future pay ex- 
pectations, cost of living adjustments, and the way pay raises are given. 
These four questions were included in the survey to obtain a broader measure 
of the pay satisfaction variable. The response format consisted of the MSQ 
5-point Likert scale. The nine pay satisfaction items were factor analyzed 
by the principal axis method with the squared multiple correlation as the 
estimate of communality (Statistical Package for the Social Sciences, 1976). 
- A plot of eigenvalues indicated one common factor exceeding the criterion 
of 1 (eigenvalue = 6:066, percent of common variance = 67.4%). An orthog- 
onal varimax rotation indicated that all nine items loaded highly on a single 
factor, with the factor loadings ranging from .516 for **benefits"' to .904 
| for **my present salary.” A subsequent reliability analysis indicated a very 
high Cronbach alpha for all nine items (.94). Based on this psychometric 
evidence, pay satisfaction in the present study was treated as a unitary vari- 
able computed by unit weighing and adding the responses to the nine items. 

In addition to pay, five other measures of job satisfaction were used in 
the study. These consisted of the following MSQ scales: satisfáction with 
promotional opportunities, supervision, job content, job context, and re- 
source adequacy. These dimensions are identical to those utilized by Kochan 
and Helfman (1981) in their study of unions' effect on job satisfaction 
among hourly workers. 

The demographic continuous daía were obtained i in the survey by self- 
report of years of seniority, years of age, years of experience, and pay level 
. for the nine-month 1981-1982 academic year. 

The responses to categorical questions were treated as dummy variables. 
Sex was coded one for male and zero for females. Liberal Arts was coded 
as one and Business Administration as zero. Tenured faculty were coded 
as one, and untenured faculty were coded as zero. Finally, the union vari- 
able also was dichotomized into one for union and zero forn nonunion 
faculty. 


Analysis 

Three separate regression equations were calculated with pay. satisfac- 
tion as the dependent variable. The first one included the entire faculty 
sample (N = 263) and was designed to determine the extent to which the 
union coefficient was significant after controlling for the effect of other 
variables in the equation. The remaining two equations were calculated for 
the union (V= 127) and nonunion (N — 136) samples to ascertain whether 


or not the regression coefficients differed for the faculty group membership 
variable under union versus nonunion conditions. All regression equations 
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included sex, pay level, age, years of experience, and tenure as control vari- 
ables. An analysis of the direct and indirect effects of the union on pay 
. satisfaction with pay level as an intervening variable also was conducted 
. onthe entire faculty sample using the standard formula (Kerlinger & Ped- 
. hazar, 1973). 

". "CTheunion's impact on faculty satisfaction with promotion, supervision, 
` job content, job context, and resource adequacy was tested via a separate 
regression equation against each of the corresponding MSQ scales, while 
controlling for pay level and other demographic characteristics. The inter- 
correlation matrix is given in Table 2.- 


- Table 2 - 
Intercorrelation Matrix 
(N 2 263) 
Variables 1 2 3 4 5 6 7 8 9 100 H D FB 
1. Pay satisfaction — 
. Faal i 09 -ol 
- 3. ty -.0 — 
4. Pole 37 —-01 .06 — 
5. Age 16 —.05 .31 42 — 
6. Years experience at in 
stitution 33 -.04 .46 48 61 — 
7. Tenure -.10 -11 .38 53 45 68 — 
8. Sex -.06 -.07 -.13 .22 .04 -01 .13 — 
. 9. Promotion 55 .01 .04 .39 .17 23 20 .000 — 
rro aab 38 .06 .03 .05 .01 .06 -.08 .02 .38 — 
11. Job content 34-02 .01 .11 -.00 .06 .06 02 .36 .46 — 
12. Resource adequacy 40 .04 .04 .2 .12. 17 .09 .04 .35 .31 .32. — 
13. Job context l -.02 -.03 .19 .13 .17 .04 .05 .45 .56 .60 .42 — 
. Results 


The findings of the regression analysis for the pay satisfaction scale are 
summarized in Table 3. As can be seen in column 1, Table 3, the overall 
. regression model explained 21 percent of the variance (R?) of pay satisfac- 
- tion. The regression coefficient for the union variable was positive and sig- 
nificant (p s .01), indicating that union faculty members were more satis- 
. fied with their pay than were nonunion faculty members when controlling 
for the effects of other determiriants of pay satisfaction. Also, the union 
. variable increases the variance explained from 18 percent to 21 percent when 
inserted last in the analysis. The most significant control variable was pay 
level (p s .001), a finding that agrees with most of the pay satisfaction lit- 
erature (Dyer, Schwab, & Theriault, 1976; Nash & Carroll, 1975). Other 
control variables reaching statistical significance included sex, tenure, and 
years of experience. The age and faculty group variables were not signifi- 
cant. The decomposition of the direct and indirect effects of the union vari- 


^ ableon pay satisfaction via pay level as an intervening variable indicated 


that the direct effect (.147) was significant at p<.05; the indirect effect 
(.004) did not attain statistical significance. 
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Table 3 
Regression Coefficients and Standard Errors 
for the Determinants of Faculty Pay Satisfaction 
Under Union and Nonunion Conditions 


-` Total Sample on S Nonunion System 
Variables (NN 263) INS = 127) (N= 136) 
Union* | .254** N.A. N.A. 
(114)? 
Sex -.255* -.326* -.196 
(.139) (.139) (.209) 
Faculty group .141 .091 .039 
(.133) (.103) (.223) 
Pay level .320*** .316*** .294*** 
(.052) (.051) (.081) 
Age -.003 -.003 .013 
006) (.006) (.010) 
Years experience at institution 021* .028 .016 
(.012) (.013) (.018) 
Tenure = —-.448*** -.65g** 
(.188) (.167) . (.262) 
gm 2170" .25*9* .20*** 


Constant 1.91 2.50 1.47 


errors appear in dauid 


Columns 2 and 3 in Table 3 summarize the two separate regression equa-: 
tions for pay satisfaction under union and nonunion conditions. The ex- 
pectation that the discrepancy in pay satisfaction between Business Admin- 
istration and Liberal Arts would be greater under union conditions did not 
materialize. As expected, the pay level variable was highly significant and 
positive (p x .001) in both regression equations. An interesting finding from 
this analysis is that the sex variable was significant and negative in the union 
regression (p s .01) and insignificant in the nonunion regression. This in- 
dicates that women were more satisfied with their pay than males in the 
union system, but there were no differences in pay satisfaction by sex in 
the nonunion universities. In both equations untenured faculty members 
exhibited a higher level of pay satisfaction than did the tenured faculty. 

Despite the low bivariate correlations between the predictor variables 
(Table 2) a test for first and second order interactions was completed in 
order to preclude the threat of multicollinearity in interpreting the regres- 
sion results. Interactions on pay satisfaction were tested for (1) faculty 
group, tenure, and sex and (b) age, tenure, and years of experience. Neither . 
first nor second order interactions were found to be significant. 

Table 4 shows the regression coefficients and standard errors for the 
union, pay level, and other demographic variables on various dimensions 
of job satisfaction. None of the union coefficients reached statistical sig- 
nificance. Among the demographic variables, pay level was found to be 
the main determinant of job satisfaction, a finding that is consistent with 
much of the previous research in this area (Centers & Bugental, 1966; Fried- 
lander, 1965; Hall, 1975). — | 


- "Table 4 
on Coefficients and Standard Errors 
for the Determinants of Faculty Satisfaction 
With Various Job Dimensions — 


(N = 263) 
* l NM Job Resource _ ^ Job 
Variables ` Promotion Supervision Content Adequacy Context 
Union® -.021 : 086 -.030 094 -.035 
(.149)* (.137) (.080) (148) -  (.077) 
Sex 2" -.150 - .098 -.077. .058 -.039 
(.183) (.168) -(.098) (.182) (.095) 
Faculty:group 001 -.060 -.004 .026 . -.088 
"ML (.179) (.160) (.093) (.174) (.091) 
Pay level k FE bidi .070 .054 .157** .079* 
D. (.069) (.063) (.037) (.068) (.035) 
Age | -.002 -.006 - 006 | .001 
: e (.008) (.007) . (.005 (.008 (.004) 
Years of experience at Institution 016 036* 005 025 .020* 
(.016) (.015) (.008) © (.016) (.008) 
Tenure -.187 + —,623** .005 -.316 -.276* 
(. (.227) (.132) 246) (.128) 
R? .16** 04 .02 .06* .07* 
Constant 1.60 3.19 - 4.21 1.92 3.09 
*Adding union as the ast variable in regression increases R? by les than .000 for each of the five 
job dimensions 
bStandard errors appear in parentheses 
*p= .05 
**n< 01 
»**p ss .001 


Conclusions and Discussion 


The current study was undertaken to examine the effect of faculty unions 
on the pay satisfaction of college professors. Also examined was the im- 
pact of faculty unionism on various dimensions of job satisfaction. 

The results indicate that the presence of a faculty union is positively as- 
sociated with pay satisfaction, after controlling for several correlates of 
pay satisfaction. No significant differences in pay satisfaction were observed 
between Liberal Arts and Business Administration faculty in any of the 
regression equations. Although “‘high market” faculty groups have been 
reported to oppose collective bargaining fearing a negotiated leveling of . : 
salaries across different units in the university (Bigoness, 1978; Ladd & Lip-. ^ 
set, 1973), the suggestion that in a union system the ‘‘high market” group © 
would be less satisfied with their pay than the “low market” group was | 
rejected i in this study. These findings are important because pay satisfac- 
tion is a very strong predictor of turnover (Weiner, 1980) and is likely to 
: affect the quality of recruits (Lawler, 1971). 

An interesting finding to emerge from this study is that the union mod- 
erates the relationship between gender and pay satisfaction for faculty 
members. Women were more satisfied with their pay than males in the union: 
system, but no ae by sex were observed in the nonunion. system. 


7x 


600 Academy of Management Journal September 


A question that arises from the interpretation of the data is the extent to 
which the faculty union creates higher levels of pay satisfaction for women 
by reducing pay discrimination in the university system. There is a grow- 
ing amount of cross-sectional research in indüstry suggesting that union- 
ized environments tend to reduce pay differentials by sex and that women 
who work under union conditions receive a wage advantage over women 
in the nonunion sector (Pfeffer & Ross, 1981). Data in the present study 
are consistent with this hypothesis because the average male/female earn- 
ing differential by faculty rank is over twice as high in the Wisconsin system 
($150 per month) than in the Minnesota system ($61 per month). When 
the average earning differential by sex was included in this study as an in- 
tervening variable between union status and the pay satisfaction scale, both 
the direct effect (.130) and the indirect effect (-.110) were significant at 
p.01 (standard formula, Kerlinger & Pedhazar, 1973). One of the features 
of contractually specified union pay systems is that once entry is allowed, 
they set specific pay criteria for various positions in the organization, and 
everyone meeting those criteria tend to receive comparable pay. Given the 
equalizing effect of the union, the Lawler model would predict a positive 
effect of the union variable on the pay satisfaction of women. This is an 
area that deserves further research in the future. 

The very high and positive regression coefficients of pay satisfaction for 
pay level in both union and nonunion conditions converge with, and sup- 
port, those obtained by other investigators in widely diverse populations 
and organizational settings (Dyer & Theriault, 1976; Lawler & Porter, 1966; 
Schwab & Wallace, 1974). This suggests that faculty members also react 
strongly to dollars and cents, indicating that objective pay is at least as 
important to their pay satisfaction as it is for other groups. Therefore, both 
union and nonunion universities must continue to meet these needs if high 
quality, scarce faculty are to be attracted and retained. 

The findings reported here on the union's effect on faculty pay satisfac- 
tion are generally consistent with those found in other employee popula- 
tions (Hammer, 1978; Kochan & Helfman, 1981). Unlike the findings of 
Kochan and Helfman (1981) among hourly workers, however, the union 
did not have a negative effect on faculty satisfaction with promotion, super- 
vision, job content, job context, and resource adequacy needed to do the 
.. job. Therefore, no evidence was found in this study to suggest that organized 
 . faculty members trade off higher satisfaction with **bread and butter” issues 
. in exchange for lower satisfaction with other job dimensions. 

As a final consideration, it should be noted that untenured faculty mem- 
bers were more satisfied with their pay in both union and nonunion condi- 
tions. The reasons for these findings are unclear and should be addressed 
in future research. One potential explanation may be the so-called **wage ' 

compression” effect whereby the earnings of new faculty members have 
been rising faster than those of tenured faculty members who are ‘‘locked”’ 
into the system and in many cases enjoy less mobility than their junior coun- 
terparts. This trend has been even more pronounced for business schools 
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that have experienced an explosive demand for new assistant professors, 
raising their starting salaries by over 30 percent since 1979, at a time when 
the rate of increase for senior professors has lagged substantially behind : 
. (American Association of University Professors, 1982). 

One of the limitations of this study i is the possibility that other exogenous 
factors not included in the regression equations may be related to the pres- 
ence or absence of a union as well as the observed differences in pay satis- 
faction between the Minnesota and Wisconsin samples. For example, subtle 
differences in administrative procedures at the department level may have 
an unanticipated effect on pay satisfaction. Although the danger of spurious 
relationships with pay satisfaction in this study may be a cause of concern, 
the procedures utilized for selecting the samples and research sites were 
designed to minimize this possibility. That the findings reported here on 
faculty pay satisfaction under union and nonunion conditions are consis- 
tent with those found in other groups tends to strengthen their validity. 
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Evaluating In-Role and 
 Out-o duin Performers' 


DOROTHY P. MOORE 
The Citadel 


^ Performance evaluation when in-role and out-of-role 
. behavior are manipulated in a male sex-typed occupation 
was investigated. Level of performance (high and low), 
mode of behavior (masculine and feminine), and per- 
former sex were manipulated. Results indicate that per- 
| formance evaluation is a winnowing process wherein 
raters assign ratings on the level of performance and value 
masculine over feminine modes of behavior, especially 
` for female high performers. 


. Findings from empirical research in performance evaluation, attitude and 
attributional theory suggest a network of relationships for the appraisal 
. of performance. Five areas of this research are relevant here. First, Dip- 
boye and Wiley (1977), Frank and Drucker (1977), Hall and Hall (1976), 
and Terborg and Hgen (1975) suggest that when distinctive and consistent 
. performance evaluation is provided, one should be able to assign identical 
ratings for equivalent performance levels irrespective of the sex of the em- 
ployee. Second, the mode of behavior, defined as the manner in which the 
. performance is carried out, appears to have a major impact on the evalua- 
tion of performance. Individuals rated most successful on the job com- 
monly exhibit masculine mode characteristics (Grey & Kipnis, 1976; Schein, 
1975; Spence & Helmrich, 1972). Third, because occupations appear to be 
sex-typed, most performance appraisal systems use the male stereotyped 
task and male performance levels as standard measures (Cash, Gillen, & 
Burns, 1977; Cohen & Bunker, 1975; Epstein, 1970; Muchinsky & Harris, 

1977; Shinar, 1975). Fourth, evaluational bias may be based on rater attri- 
butions (Deaux, 1976; Deaux & Emswiller, 1974). As Nieva and Gutek sum- 
marize, * while females are evaluated less favorably than males when they 
are highly qualifed or perform well, females are evaluated more favorably 
than males when both are not well qualified or are unsuccessful performers” 
(1980, p. 274). Fifth, the appraisal is affected by expectations about 


1 An earlier version of this paper was. pn at the 
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sion, Dallas, 1982, and the author would like to thank Kae H. and Diane Whallon for their 
comments. This research was partially supported by a grant from The Citadel Development Foundation. 


603 


604 Academy af Management Journal September 


behavior (Deaux & Taynor, 1973; Etaugh & Brown, 1975; Kelley, 1972; . 
Kelley & Michela, 1980) and by the exhibition of in-role or out-of-role be- 
havior (Jones, Davis, & Gergen,.1961). Two apparent contradictions ap- 
pear to emerge from the research. One set of findings indicates that per- 
formance, if equivalent, will be evaluated similarly irrespective of the per- 
former. Another suggests that sexual and occupational roles and the social 
expectations based on them have a major impact on the evaluation of per- 
formance. 

Research further suggests that the appraisal process is & network that 
depends on raters observing variations among performers and distinguishing 
between high and low levels of performance in assigning ratings. Within 
high and low performance ratings, preferences for in-role behavior (mas- 
culine mode in a male sex typed occupation) as opposed to out-of-role 
behavior (feminine mode in a male sex typed occupation) emerge. Sex ap- 
pears to account for less of the variance in ratings than does the perfor- 
mance level or mode of behavior. 

This experimental study addresses specific questions about performance, 
in-role and out-of-role behavior, and sex in a carefully controlled and ma- 
nipulated design. These questions àre important to developing a better un- 
derstanding of performance related variance. 

The key questions are framed as hypotheses. First, regardless of role of 
- -behavior or the sex of the performer, high performers i in a male sex-typed 
. occupation will be distinguished and rated significantly higher than low 
performers (Bigoness, 1976; Frank & Drucker, 1977; Hall & Hall, 1976; 
O'Leary, 1974; Powell & Butterfield, 1979). Second, within performance 
groups and regardless of sex, those performing i in the masculine mode will 
receive higher ratings than will performers in the feminine mode. The mas- 
culine mode represents the **male managerial mode!” (Loring & Wells, 1972; 
McGregor, 1967; O'Leary, 1974; Schein, 1975). The feminine mode repre- 
 sents characteristics commonly associated with female behavior in the sex- 
role stereotype (see Bem sex-role inventory, Bem, 1977). In-role perfor- | 
mances defined as masculine mode behavior; that is, behavior that is ex- 
pected i in a male sex-typed occupation. Out-of-role performance is defined 
in this experiment as the feminine mode. (In addition to the Bem sex role 
inventory, see Broverman, Broverman, Clarkson, Rosenkrantz, & Vogel, 
1970; Broverman, Vogel, Broverman, Clarkson, & Rosenkrantz, 1972; 
Rosenkrantz, Vogel, Bee, Broverman, & Broverman, 1968; and Schein, 
1975.) Third, females performing in the masculine mode of behavior will 
receive the highest performance ratings in both the high and low perfor- 
mance groups, a consequence of the expectation that females performing 


ina male sex typed occupation will be less successful than males perform- ` 


ing in that occupation. The unmet expectation will be counterbalanced by 
a higher rating for the female than for an equally performing male.. (See 
Bigoness, 1976; Deaux & Emswiller, 1974; Hamner, Kim, Baird, & Bigoness, 
^ 1974; Kelley & Michela, 1980; Leventhal & Michaels, 1971; Taynor & Deaux, 
1973, 1975.) Similarly, males performing poorly and in-role will be rated 
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lower than females — poorly and out-of-role (Neva & Gutek, 
1980). Fourth, differences in the rated levels of performance will be pres- 
ent within both performance groups when each manager is treated as a sep- 
arate entity, because of the impact of mode and sex. 

Method 
Subjects, Design, and Procedure - | 

Participating in the experimental study on a voluntary basis were 69 grad- - 

uate students enrolled in the Master of Business Administration program 
at the University of South Carolina. Of the subjects, 46 were males and 
. 23 were females. The majority of the subjects were white with a mean age 
of 27. The independent variables—level of performance, role of behavior, 
‘and sex of the performer— were combined in a repeated measures ANOVA 
design on all factors (Huynh, 1981; Huynh & Feldt, 1976; Huynh & Mande- 
ville, 1979; Winer, 1971, 1979). The design was selected for its unique cri- 
terion setting resemblance and because it allowed a replication of the real 
life organizational setting. in which it quite often is the responsibility of 
a supervisor to rate a number of individuals sequentially at one time. 
J Inthe laboratory experiment, subjects were furnished with an appropriate 
cover story and requested to act as district managers with administrative 
authority over the appraisal of the performance of eight supermarket man- 
agers in ‘‘Megafoods”’ District III. The performance data were contained . 
in an in-basket simulation. As district manager, each subject was provided 
with an excerpt from the Megafoods Policy Manual, which contained a 
description of the company, a brief history, an organizational chart, ex- 
pectations of volume and profit for retail locations, the company policy 
statement on performance evaluations of store managers, a samrple of the 
` appraisal instrument, and an explanation of what constituted good per- 
formance. Subjects were required to study the policy manual, answer a 
checklist of questions regarding the procedures they were to follow, and 
have the checklist approved by one of the two experimenters before pro- 
ceeding further. ; 

The in-basket materials used to simulate the performance of the Mega- 
foods managers consisted of summaries of operations for the past year, 
financial reports, target and actual sales and profits, commentary from 
supervisors, critical incidents, excerpts of evaluations of the manager’s per- 
formance by an outside management consulting firm, Megafoods yearly 
personnel update fórms covering professional and community activities of 
the managers, summaries of subordinate appraisals, and the manager's self 
ratings. 

The independent variables—in and out-of-role behavior, performance, 
and sex—were carefully written into the in-basket to conceal the hypotheses 
of the study. In-role and out-of-role behavior were operationalized as the 
manner in which the management task was performed. The performance 
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level was operationalized by the data presented in the financial analysis, 
supervisors' comments, self and employee ratings, and participation in com- 
pany training programs. Sex was indirectly identified by assigning tradi- 
tional male and female names to each of the eight sets of materials con- 
tained in the in-basket. The subjects then were required to write the.name 
of the manager on each of the evaluation instruments. This required writing 
the name of each manager on a set of behaviorally based scales and a set 
of Osgood semantic differential scales. No pner mention was made of sex 
in the experiment. 

The experimental design i is depicted in Table l The norint contained 
four managers in-role.(in the masculine mode) and four managers out-of- 
role (in the feminine mode). These characteristics were integrated so that 
the subjects rated two in-role high performance managers, two out-of-role 
high performance managers, two in-role low performance managers, and 
two out-of-role low performance managers. Each set contained a male and 
a female performer. 


Table 1 
Experimental Design 
Store Assigned Sex Behavioral Mode Level of Performance 
A female masculine low 
B female masculine high 
7 aD female feminine high 
D male masculine high 
E - male masculine low 
F female feminine low 
G male feminine low 
H male feminine high 


The order of presenting the managers in the in-basket was randomized 
to insure against the systematic influences of fatigue, contrast, and order 
of presentation effects. A random numbers table was used to arrange the 
in-basket simulations before they were picked.up by the subjects in the lab- 
oratory. A male and female experimenter participated equally in the ad- 
ministration of the experiment to reduce the effect of sex, evaluation ap- 
prehension, and demand characteristics. To counteract experimenter ex- 
pectancy, the treatments were camouflaged within the in-basket simulation. 

Each subject in the laboratory experiment rated the performance of a 
random arrangement of the eight simulated store managers. The subjects 
were requested to read the data for each manager and then rate that manager 
on four behaviorally based scales (Schneier & Beatty, 1979) and a set of 
Osgood scales before proceeding sequentially with the rating of all eight 
managers in the in-basket simulation. The four behaviorally based scales 
were averaged to provide one dependent measure of performance for each 
of the eight managers for every subject rating. The Osgood scales were used 
to check on the manipulations of performance and roles. 
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Occupational i . The roles of supermarket manager manager, grocery store 
employee, and stock clerk were added: to Shinar's (1974, 1915 list of oc- 
cupations. Each listed occupation was followed by a 7-point ranking scale 
(Osgood, Suci, & Tannenbaum, 1957) on. which 38 MBA graduate students 
checked their first perception of whether the occupation was masculine (1) 
or feminine (7). Supermarket manager was rated as a male-sex-typed oc- 
cupation with a mean of 1.37, standard deviation of 1:55, and standard 
error of the mean of .25. The most commonly checked reason for the rating 
of the supermarket manager as masculine was the “proportion: of men em- 
ployed in the occupation." . 

. In-Basket Simulation—Experimental Manipulation of Mode of Behavior 
and Performance Level. The in-basket simulation of supermarket managerial - 

performance was carefully developed to include high and low levels of per- 
formance and in and out-of-role behavior for the male sex typed occupa- 

- tion. The dévelopment of the in-basket materials proceeded through two 


stages. In the first, performance level and in-role and out-of-role behavior ` 


were established and tested in an androgynous: context (sex -was not identi- 
fied). At the second, sex of the performer was added to the in-basket and 
tested for distinctiveness. These data incorporated the ‘‘hard’’ and **soft"*. 
criteria noted above. The hard critéria were composed of the financial re- 
ports, target and actual sales and profits, commentary: from supervisors 
on performance, yearly updates, and so on. All in-basket.materials were ` 
based on job behaviors that are. required. and expected of managers in the - 
retail and wholesale grocery business. The soft criteria, operationalized 
within the performance data as in-role and out-of-role behavior, represented 
the manner in which thé management task was performed. The in-role be- 
havior, that expected in this male sex-typed.occupation, was identified as - 
the masculine mode of behavior. It incorporated variables identified. by 
. Broverman et al. (1970, 1972); Rosenkrantz et al. (1968); Sedgwick (1973); 
and Spence, Helmrich, and Stapp (1975). The behavior that was opera- 
tionalized is similar to that in the Bem sex-role inventory (Bem, 1977). The 
20 adjectives employed characterized managers as being ambitious, self- 
reliant, independent, and assertive and included neutral variables such as | 
truthful, happy, and concern. Also, 20 adjectives described the feminine 
mode, out-of-role performers. These incorporated variables such as affec- 
tion, gentleness, and- understanding and included the neutral personality 
characteristics as used within the masculine mode. The simulation was 
‘shaped to include both positive and negative behavioral dimensions, a critical 
aspect of employing the Bem sex-role inventory. For a full and complete 
analysis of the modes and performance levels with sex attached, see Moore 
(1981). 

Testing of In-Basket Materials with Manipulations of. Performance and 
Roles. Participating i in a pretest of the in-basket simulations for the eight 
managers were 54 students enrolled in business courses. Of these subjects, 
23 were e male and 31 were female. The mean age was 26. A cover no 


- 608 Academy of Management Journal | ^. September 


informed subjects that a performance appraisal system was being developed 
for a company described as Megafoods, Inc. The in-basket materials con- 
tained eight sets of data, one for each manager, labelled A-H. Subjects 
were requested to reád the materials for the first manager in the in-basket 
simulation and rate that manager on two Osgood semantic differential 
7-point scales. The first rating was on the role of behavior that had been 
operationalized on the basis of characteristics in the Bem inventory as in- 
role (masculine mode) and out-of-role (feminine mode) behavior. The be- 
havior scale was labelled from rnasculine (1) to feminine (7). (Numbers were 
not used on the scales that were given to raters.) Raters then evaluated the 
performance displayed by the manager on a second scale as ránging from 
high (1) to low (7). This procedure was repeated for the next seven mana- 
gers. At the. conclusion of the rating process, each subject was asked to 
evaluate the performance data that had been presented in the in-basket sim- 
ulation. The raters evaluated the data as comparable to those job behav- 
iors associated with. being a supermarket manager and as sufficient for mak- 
ing performance ratings. 

j ye of Pretest of In-Basket Simulation. A repeated measures 
ANOVA showed a main effect for performance [F(1, 53) 2237.32, p< .001]. 
The grand mean of performance was 3.31 with an SD of .78. The mean 
for high performers was 1.98 with an SD of .64, and the mean for low 


performers was 4.63 with an SD of .91. The ANOVA showed a main éf- ~ 


fect for mode [F(1,53) = 119.09, p < .001]. The mean for the masculine mode 
was 2.14 with an SD of .67, and the mean for the feminine mode was 4. 13 
with an SD of 1.11. The analysis of this pretest was used to establish the 
performance levels and modes for each of the eight managers. Managers 
-B and D.were verified as masculine mode high performers, A and E as mas- 
culine mode low performers, C and H as feminine mode high performers, 
and F and G as feminine mode low performers. 

Dimension of Sex Is Added to the In-Basket Simulation. The pretest of 
the material at Stage 1 made no mention of sex of the performer. Once 
the performance level and the roles had been established, the managers in 
the in-basket were assigned traditional male and female names. 


Manipulation Checks 


A role scale and a performance scale were imbedded in a-series of ten 
Osgood semantic differential scales that were completed sequentially by 
subjects after rating the performance.of each manager. The function of . 
the scales was to check on the manipulation of the variables in the laboratory 
experiment. 

Two separate 2 x 2 repeated measures ANOVA designs were used to test 
the effects of the manipulation of roles, performance levels, and sex. The 
first analysis was of performance and sex. The Osgood scale ranged from 
(1) high performance to (7) low performance. The grand mean on this scale 
was 3.22 with an SD of .80. This analysis yielded main: effects for 
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performance [F(1, 68) = 628.67, p< .001] and sex [F(1, 68) =4.54, p = .037]. 
The mean for the high performer was 1.88 with an SD of .65. The male 
high performer: was.rated slightly lower than.the female high performer 
with means, respectively, of 1.93 and 1.81 and similar SDs = .68 and .62. 
The mean for the low performers was 4.57 with an SD of .95. Within the 
low performance group, males received lower performance ratings than did 
female low performers (i.e., 4.69 and 4.44 with similar SDs of .97 and .94). 
. Performance was recognized as high or low irrespective of the sex of the 
performer. Within groups, females were ranked higher than males. In the 
high performance group, the mean difference was .12; and within the.low 
performance group, the mean.difference was .25. There was no interac- 
tion between sex and performance. This analysis suggests that the level of 
performance was assessed as manipulated on the original Osgood scale in 
the pretests. Debriefing sessions and interviews with subjects revealed that 
ne did not perceive the use of the Osgood Scales as a manipulation check. 

The manipulation check for in-role and out-of-role behavior was a mea- 
sure of the masculine (1) to feminine (7) dimensions on'the Osgood scale. 
The grand mean from the second repeated measures ANOVA for role be- 
' havior was 3.84 with an SD of 1.18. This high SD may be interpreted to 
represent indecisiveness on the part of the rater. The ratings indicate that 
some subjects associated this scale with sex rather than mode of behavior. 
The two-way analysis had main effects for mode [F{1, 68) — 89.98, p< .001] 
and sex [F(1, 68) = 106.10, p «.001]. The in-role (masculine mode) per- 
former was rated the most masculine with a mean of 2.01, SD .98. The 
mean rating for the female using the in-role (masculine mode) behavior . 
was rated as more androgynous—4.45.with a large SD of 1.58. The feminine 
mode male performer's mean was more masculine (3.41, SD 1.04) than the . 
masculine mode female performer. The feminine mode, female performer 
was rated as most feminine (5.47, SD 1.15). A Area a occurred 
between mode- and sex. poda. 68) = 4.28, p= 042]; - 


rt Results | 
Hypotheses | 


Hypothesis 1, that the high performance group would differ significant- 
ly from the low performance groups regardless of the mode of behavior 
or the sex of the performer, was confirmed by an ANOVA repeated measures 
analysis on all three factors. A main effect was obtained for performance. 
The mean for the high performance group was 1.89, and the mean for the 
low performance group was 3.98 with SDs respectively of .49 and .55. This 
analysis required the examination of ratings for the predetermined high 
and low performers to determine if the raters had been able to distinguish 
clearly the high performer from thelow performer. The difference of 2.09 
between the high and low group indicates that, irrespective of sex or mode 
of behavior, high and low performers. were rated i in accordance with the 
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Table 2 
Three-Way Analysis of Variance Summary for 
Performance Evaluations of High and Low Performers 


MS F 


Source CSS df 
Performance 602.08 ; 602.09 l 1499.53** 
27,308 68 40 
Mode 14.51 1 14,51 60.59** 
16.28 68 .24 ' 
Performance/mode 1.00 TE a 1.00 5.66* 
12.02 68 . .18 
Sex 6.96 l 6.96 26.69** 
17.74 68 26 
Performance/sex 88 1 .88 . 4,36* 
13.67 68 .20 
Mode/sex 5.48 i ^ §.48 33.96** 
10.97 . 68 .16 : 
Performance/mode/sex — . 8.88 1 8.88 $2.57** 
11.48 68 A7 
£The number appearing under each of the labelled sources for SS, df, and MS represents the error 
term. i 
t*n<.05 l 
**n < .001 


level of performance displayed. Table 2 gives a sumary of the three-way 
ANOVA. 

- Hypotheses 2a and 2b dealt with analyzing modes of behavior (in and 
out-of-role behavior) that were displayed in the high and low performance 
groups, respectively. Each question was addressed through a 2 x 2 repeated 
measures ANOVA. The complete analysis is presented in Table 3 (Huynh, 
1981). For Hypothesis 2a, that within the high performance group and re- 
gardless of sex, those performing in the masculine mode would receive higher 
ratings than performers in the feminine mode, an ANOVA for the predesig- 
nated high performers (B, C, D, and H) was completed. Ratings in this 
2x2 ANOVA for masculine mode managers (B and D) and the feminine 
mode managers (C and H) were compared. The main effect for perfor- 
mance was F(1, 68) 2 59.37, p<.001 and for mode was F(1, 68) — 6.34, 
p «.05. The mean of the masculine mode, high performer was 1.69 with 
an SD of .47; the mean for the feminine mode, high performer was 2.09 
with an SD of .51. A mean difference of .40 exists between performers 
in-role (masculine mode) and performers out-of-role (feminine mode) within 
this high performance group. ` 

A separate 2X2 repeated measures ANOVA was üsed to test Hypoth- 
esis 2b that within the predetermined low performance group (A, E, F, and 
G) and regardless of sex, performers in the masculine mode would similar- 
ly receive higher ratings. Here the main effect for performance was 
Fd, 68)= 17.82, p «.001. The main effect for mode was F(1, 68) 227.41, 
p « .001, indicating a distinction between the two masculine mode performers 
(A and E) and the two feminine mode performers (F and G). Those per- 
forming in the masculine mode (in-role) received the highest performance 
evaluations within the low performance group with a mean of 3.86, SD .54; 
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the feminine mode (out-of-role) performer’s mean was 4.10, SD .545. The 
mean difference here between the in-role and out-of-role performers was. 

..24. It also is important to note that the significant interaction effect be- 
. tween performance and mode -within the low performance group . 
[F(1,. 68) = 84.34, p< .001] accounted for more of the variance than either 
of the main effects. separately or additively. 

Hypothesis 3, that females performing in the masculine mode of behavior 
. would receive the highest performance ratings in both the high performance 
and low performance groups, was confirmed. As is indicated in Table 3, 
the highest performance ratings in the high performance and low perfor- 
mance group are assigned to the female masculine mode performers. (The 
lower the mean in numerical value, the higher the rating; man is, scale range 
a ENIM 


Table 3 
Means and Standard ddr = 5d High and Low Performers 
69)* 


E Low. Performers 
Masculine Feminine . "Masculine Feminine 
Male Female Male . Female Male Female Male Female 
X 1.73 1.64 2.19 .. 1.99 . 424. . 3.8 4.02 4.17 
. SD .50 .44. v. 551 — 51 .53 .55 59 53 


Hypothesis 4, that the mode of behavior and sex of performer have an 
impact on.the performance evaluation, was subdivided into two separate 
analyses. A one-way repeated measures ANOVA. design. was used to test 
| Hypothesis 4a, that within the. high performance group, when each manager ~ 
is treated as a separate entity, differences in the rated levels of performance 
will be present because of the impact. of mode and sex. This hypothesis 
Was supported by the main effect [F(3, 204) = 22.56, p < .001], and a group 
mean of 1.89, SD .49, indicated statistically significant differences among — 
the performers within the high performance group. The independent ef- 
fects accounted for 39.84 sum of squares with a mean square of .20. Mas- 
.culine mode performers (B arid D) received the highest ratings, and within 
this group:the female (B) was rated- higher than the male (D). The female 
l performing i in the feminine mode (C) received a higher rating than the male 
in the feminine mode (H). (See Table 3.) - 

The second subdivision, Hypothesis 4b, that within the low E TA 
group, when each manager is treated-as-a separate entity, because of the 
impact of mode and sex, differences in the rated levels of performance will 
be present, was.also tested with a one-way repeated measures ANOVA. A 
significant main effect for different performance levels within the low per- 
formance.group was observed [F(3, 204) =39.35,:p<.001]. Although the . 
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performance effect accounted for 24.49 SS, the independent effects ac- 
counted for 42.32 SS, and the mean squares were respectively 8.16 and .21. 
Within the low performance group, the highest rating was given to a female 
performing in the masculine mode (A), the second highest rating a male 
performing in the feminine mode (G), and the third highest the female per- 
forming in the feminine mode (F). The lowest rating in the low performance 
group was received by a male in the masculine mode. (See Table 3.) 


Post Analysis of Interactions 


The interaction between the level of performance and the mode of be- 
havior [F(1, 68) 2 5.66, p = .02] suggests that the feminine mode affected 
the rating more adversely for the high performer than it did for the low 
performer. A different effect may have taken place with the interaction 
of performance and sex [F(1, 68) — 4.36, p= .04]. Here the sex effect was 
greater for the low performer. Specifically, males in the low performance 
group obtained lower performance ratings than did females in the low per- 
formance group. Among the high performers, sex appears to have made 

little difference in the rating of the male or the female. The two-way inter- 
action between mode of behavior and sex accounted for the third largest 
amount of variance outside the main effect of performance [F(1, 68) — 33.96, 
p«.001]. Within the high performance group, the female performing in 
the masculine mode received the highest performance rating, but the reverse 
was not true for the female low performer in the feminine mode. This in- 
teraction indicates (1) that the masculine mode of behavior can greatly im- 
prove the female's performance rating and (2) that although a feminine 
mode will increase thelow performing male's rating, the change in magni- 
tude is lower than the increase for the female performing in the masculine 
mode. The three-way interaction of performance, mode, and sex accounts 
for almost the same amount of explained variance in the model as the main 
effect of mode [F(1, 68) = 52.57, p< .001]. This further suggests the desir- 
ability of performance for the female in the masculine mode. 


Summary Analysis 


Table 2 presents the 2 x 2 x 2 analysis of variance summary for the eight 
. performers. The means and standard deviations are presented from the 
ANOVA analysis in Table 3. Because the sample size is relatively small in 
this experiment, the small differences in the means represent significant 
differences in the ratings of performers on the basis of performance levels, 
in-role and out-of-role behavior (modes), and sex. Within the high perfor- 
mance group, performers in-role (B and D) receive the highest ratings by 
a mean difference of .30 from the out-of-role performers (C and H). Al- 
though statistically significant differences also occur within the low per- 
formance group, the mean differences between in-role performers (A and 
E) and out-of-role performers (F and G), .14, are less. 
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Table 4 provides the results of 2x 2 ANOVA analyses of all male per- 
 formers as a group and all female performers as a group. The basis of clas- 
sification within each group is, first, mode and, second, performance levels. 
In this táble, high and low performance levels are classified under in-role 
and out-of-role behavior. The first division is for the four all male per- 
formers and the second division is for the four all female performers. 


Table 4 
Analysis of Variance Summary 
for sane and Out-of-Role perros by Sex 





- Mode (in role and out-of-role) i .08 E: Es 4.82* 
_ Performance 324.45 1 324.45- . 906.52** 
24.34 68 36 

Mode/performance . 7.92 ] -7.92 38.98** 
P 13.82 68 20 : 

All female performers 

Mode (in-role and out-of ole) 18. a E: 18 n 106.82** 
` Performance zi; d oai 279.51 1138.47** 

E E 16.63 ~ - 68 24 

Mode/performance 1.96 d. 1.96 13. qo 
, 968  ( 86 14 | 

umma dread d io McSame Sd os ee ERE ppearing under each of the labelled sources for SS, df, and MS represents the error 

term. 

*p« .05 
PD <. 001 


In the all ATA palmae group, across both high and low performance 
ratings, the main effect for. mode was significant. The mean for the mas- 
culine modé male performers was 2.98, SD = .52. The mean for the femi- 
nine mode male performers was 3.11, SD=..55..The males using the mas- 
culine mode (in-role) behavior received higher performance evaluations on 
the average of .13 than the males using the feminine mode (out-of-role) 
‘behavior. Though this difference in mean ratings is small, it is statistically 
significant. The performance effect accounts for much more of the variance. 

In the all female performance group, including both high and low per- 
formance ratings, the main effect for mode was significant. The mean for 
the masculine mode female performers was 2.56, SD = .50. This differed 
by .52 from the mean rating of the feminine mode female perforrners, which 
was 3.03, SD=.51. The mean difference in modes of behavior, in-role and 
out-of-role is more pronounced within this female performance group than 
in the male performance group. Performance accounts for more of the ex- 
plained variance in the female group than in the male performance group. 
The interaction effect represents less variance for the all female performance 
group than it did for the male group. . . 

Although the analysis in Table 4 presents still another dimerision bear- 
mg on the understanding of in-role and out-of-role behavioral effects on 
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performance ratings for the two respective sexes, it is important to note 
that the analysis crosses high and low. performance ratings. 


Discussion and Conclusions 


This experimental study revealed that raters divided performers into high 
and low performance groups irrespective of sex. This finding supports the 
Hamner et al. (1974) conclusion that when performance standards are set: 
(1) potential employers are able to distinguish between high and low per- 
formers; (2) low performing males and females are rated nearly identical- 
ly as low performers; (3) high performing females performing in the mas- 
culine mode are rated significantly higher than high performing males; 
(4) the performance level of the female is a more important determinant 
of the performance rating than it is for the male. - 

Females performing in the masculine mode of behavior received higher 
evaluations than other performers within both performance groups. This 
finding supports theoretical propositions regarding out-of-role behavior 
(Jones & Davis, 1965; Jones & Nisbett, 1972; Jones et al., 1961) as well 
as the research of Grodskey (1975), Recely (1973), Sedgwick (1973), and 
Spence and Helmrich (1972). In addition, the findings suggest a new inter- 
pretation of Nieva and Gutek’s (1980) statement that females are evaluated 
less favorably than males when they are highly qualified or perform well 
but are evaluated more favorably than males when both are not well qual- 
ified or are unsuccessful performers. The suggested modifications are, first, 
that if the female is a high performer but not performing in the masculine 
mode, she will be evaluated less favorably than the male performing in the 
masculine mode. Second, if the female is a low performer she will receive 
a better evaluation than the low performing male only if she is performing 
in the masculine mode. . 

The post analysis of the interaction effects suggests the following: First, 
a feminine mode of behavior tends to affect the rating more adversely for 
the high performer than for the low performer. ‘The masculine mode model 
appears to be pervasive in the male sex-typed occupation. Second, the sex 
effect tends to be greater for the low performer than for the high performer. 
This suggests that in rating high performers the performers’ sex makes little 
difference, but in the low performance group a reinforcing mode effect 
appears; the female performing in the masculine mode who also is out-of- 
role is rated higher than the male performer. Third, when the sex and the 
mode of the performer are considered by raters, the greatest distinction 
between the male and the female appears to occur in the masculine mode. 
The female performing in the masculine mode receives a higher evaluation 
than the masculine mode male high performer.. Fourth, the three-way in- 
teraction supports the proposition in the model that all three effects are 
present simultaneously in the performance evaluation process. The interac- 
tion further shows (1) that the masculine mode of behavior can greatly im- 
prove the female’s performance ratings and (2) that although acting in the 
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: feminine mode.will increase the low performing male's rating, the change 
. in magnitude is lower than the i increase for the female performing in the 
masculine mode. The suggestions here are that performing in the masculine 
mode is considered more desirable, so much so that in the case of low per- 
forming males. sex visibility overrides the mode of management. 

The results of this study appear to lend important support to the testing 
of causal relationships in the proposed performance network. The in-basket 


_ simulation here was developed to give data on performance that were con- 


sistent, distinctive, and had consensus ratings. The analysis of the in-basket 
materials by raters indicates that high performers are distinguished from | 
. low performers, irrespective. of the role of behavior, sex, or typing of oc-. 
. eupation. . . 

~ After the distinction based on performance i is made, Gier elements, such 
as social stereotypes, role of behavior, sex-typing of occupations, and the 
manager's sex, dominate the appraisal process. The interaction suggests 
that these factors enter into the evaluation process and create a conclusion 
. about performance that is greater than the sum of the various parts. - 

. A double rating standard appears to exist. This is shown in the favorable 
weights given the unexpected success for the high performance and low per- 


- formance female as compared to the equivalent male. This unexpected sex 


. effect is even more pronounced when all males and all females are ana- - 
lyzed separately as groups. Females in-role and out-of-role receive higher 
evaluations than do males in-role and out-of-role. Part of the explanation 
for this phenomenon, may lie in the sex of the rater. An analysis of the 
- Mean ratings given to each performer by male raters and female raters re- 
vealed that males give higher performance evaluations than do females. 
However, with the exception of one interaction, which is largely explained 
by the male ratings, the differences between male and female ratings were 
not statistically significant. ~ 
"^ A These findings suggest that managers need training in performance eval- 
uation to become aware of the importance of employing.valid and objec- 
tive criteria in the rating of performance. A comprehensive training aware- 
ness program would show managers how to distinguish between perfor- 
mance and characteristics. One can logically assume that an organization 
will profit from such a targeted program of human resource management: 
a well implemented program of appraisals that match performance levels. 
-A simulation similar to the one developed here for the eight managers, for 
" example, could be.used as a training tool to unveil myths and stereotypes 


. about in-role and out-of-role behavioral modes, sex, and sex-typed jobs. 


As used in training; the in-basket could focus the attention of managers 
on the importance of job descriptions, job behaviors, and the appraisal 
of performance based on consistent, distinctive, and consensus data; that 
is; on information that is performance related and uniform for all employees 
and that has been-collected over time to reflect an accurate performance 
profile, and thus avoid hidden eee and persone based periormanee 
ratings. z 
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This laboratory study was an exploratory analysis of simulated job per- 
formance at predetermined high and low levels by male and female per- 
formers who exhibited in-role and out-of-role behavior. Although the lab- 
oratory environment offered advantages in examining these variables under 
controlled conditions and the design was especially selected to resemble the 
organizational appraisal process, it is important to conduct more labora- 
tory and field experiments before making extrapolations of the findings 
directly to settings in which appraising performance i is common. There are 
several reasons for this. Performance levels are seldom as clearly exhibited 
in the organizational setting as they are in laboratory experiments. Stereo- 
types associated with in-role and out-of-role behavior usually are more dif- 
ficult to assess in an organizational environment. As in many laboratory 
studies, this group of raters was a convenience sample; their responses may 
not be typical of practicing supervisors and managers. Finally, as in all lab- 
oratory studies, the factor of accountability was absent. These raters did 
not have to give the performance evaluation to the manager and receive 
feedback as do supervisors in the organization. However, this laboratory 
study did utilize the strengths of present research strategy in its implemen- 
tation, including pretesting to determine the occupation’s sex-typing, manip- 
ulation checks of key variables, male and female experimenters, random- 
ization, checklists of comprehension, pretesting of the in-basket simula- 
tions, and sound laboratory techniques. Thus, this exploratory research 
provides a basis on which future studies of performance levels, roles of 
behavior, and sex can be modeled. Further research, .other laboratory studies 
and field studies, should examine the relationships among performance, 
behavior in and out-of-role, and typing of occupations as well as the assign- 
ments of attributes to account for performance ratings. One key question 
is whether raters in the laboratory assign the same attributes for perfor- 
mance related behavior that are displayed in the perf. ormance. Further in- 
vestigation of the network of relationships among performance-related per- 
manent and nonpermanent attributes can improve the existing knowledge 
of the ways attributions affect administrative practices such as appraisals, 
promotions, and the impact on individuals’ career paths, as well as the ef- 
fects of. feedback in the organizational setting. - 
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. Results of a field investigation and a follow-up study 
suggest that pro-male bias may not prevail in middle man- 
agement. Women managers seem to be promoted faster 
and are more satisfied in their jobs than their male coun- 
terparts. Contextual and demographic variables may ac- 
count for observed gender differences in ee and 
attitudinal outcomes. 


: Research on reactions to women managers has focused on their perfor- 
-mance and their affective relationships with others in their role sets (see 
Terborg, 1977, and Bartol, 1978, for reviews). Most of this research was 
conducted in the past ten years, and most consisted of laboratory studies 
using undergraduate students as subjects. This has been especially true when 
the dependent variable is performance of the person being evaluated (Gar- 
land & Price, 1977; Rosen & Jerdee, 1973; Terborg & Ilgen, 1975). There 
has been more field research when affective relationships were analyzed 
(Goetz & Herman, 1976; Petty & Lee, 1975; Petty & Miles, 1976; Roussell, 
1974). Research on both performance evaluation and affective relationships 
has produced quite inconsistent results. The external validity of this research 
is suspect because of the nature of the research setting and the type of sub- 
Jects used. The purpose of this paper is to report the results of a field study 


Sic ai ea wl itd —— OPI A version 
OF ee OL te acean arene eran 


619 


620 | Academy of Management Journal September 


that investigated gender differences in performance and affect: between the 
manager and members of his or her role set. Differences in the career suc- 
cess of male and female managers also are evaluated. 


Background and Hypotheses 
Performance Evaluation 


The literature on bias in evaluation of performance by men and women 
is mixed. Some studies show that men are evaluated more favorably than 
women (Dipboye, Arvey, & Terpstra, 1977; Dipboye, Fromkin, & Wiback, 
1975; Goldberg, 1968; Rosen & Jerdee, 1973; Schein, 1973); others show 
that women are evaluated more favorably than men (Abramson, Goldberg, 
Greenberg, & Abramson, 1977; Hamner, Kim, Baird, & Bigoness, 1974; 
Jacobson & Effertz, 1974; Peters, O’Connor, Weekley, Pooyan, Frank, 
& Erenkrantz, 1983); and still others show no sex differences (Dipboye & 
Wiley, 1977; Frank & Drucker, 1977; Hall & Hall, 1976; Moses & Boehm, 
1975). This suggests that situational variables may need to be considered 
in evaluating sex effects. For example, Nieva and Gutek (1980) suggest that. 
women are more likely to be subject to negative evaluation bias when the 
: required level of inference is high, when the job requirement results in sex- 
role incongruence, and when the woman is highly competent. 

Women in middle level management positions may be subject to a high 
level of sex-role incongruence if the image of the executive is masculine. 
One might argue further that women who have reached the middle level 
management positions must be competent. Bias may be stronger toward 
these competent women than toward less competent ones in lower level or 
nonmanagement positions. Middle management positions tend to have 
amorphous criteria for performance. Although not as high as would be 
required in a hiring situation, a relatively high level of inference may be 
required in evaluating women who have recently entered middle manage- 
ment. Furthermore, subjective performance evaluations tend to be more 
susceptible to the personal bias of the individual making the evaluation. 

A plausible but relatively unexplored reason for the inconsistent results 
in the performance evaluation of male and female managers may be the 
relationship of the rater to the manager being evaluated. A recent study 
by Deaux (1979) found no differences in the performance ratings given to 
the male and female managers by superiors. However, self-ratings tend to 
be lower for the women managers. Using nonmanagement employees,. 
Mobley (1982) also found no sex difference in subordinates’ performance 
ratings by their superiors. He offered two possible explanations. First, super- 
visors in organizations generally receive training on appraisal and have 
knowledge about the jobs of the ratees. Second, there are important con- 
sequences of supervisor’s ratings, including equal employment opportunity 
implications, employee signatures on the rating form, and employee griev- 
ance procedures for perceived unfair ratings. These practical considerations 
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| may encourage supervisors to attend to fairness in performance ratings and 


. ‘to suppress their personal biases. Using psychologists and peer managers 


. as raters, Moses and Boehm (1975) found no sex difference in the poten- 
tial ratings of 8,885 men and 4,846 women managers. Based on these re- 
search results, it seems that sex differences are more likely to occur in self- 
than in superior- or peer-ratings. 

The lower self-ratings may be explained by differences | in seixeoufidence 
between men and women (Crandall, 1969; Deaux, 1979; Lenny, 1977; Mac- 
coby & Jacklin, 1974; Nieva & Gutek, 1981). Women with a low self-con- 
fidence also rate themselves lower, especially when they compare themselves 
to their peers; the majority of whom are male. Peers in the woman manager's 
role set may be affected more by pro-male bias because their ratings of 
effectiveness may have fewer consequences than superior's.ratings. Fur- | 
. thermore, women may be viewed as competitors by their male peers. Hagen 
.. and Kahn (1975) produced some evidence to suggest that competent women 

. may be evaluated negatively in à condition of competition. Sex bias also 
may be present in subordinate ratings if subordinates have a tendency to 

- perceive women managers as possessing less power and having less access ` 
E to resources than male managers (Kanter, 1977; Nieva & Gutek, 1981). Based 
. on existing literature and further conceptualization, the following hypoth- 


, . esis is imamate on performance ratings of men and women middle level 


Hypothesis 1: Male middle managers will be- €— more Tavor 
ably on perceived performance SEENEN than women middle man- 
agers. Further, | 

Hypothesis 1a: There will be a larger dicrepahcy in 1 the superior-, 
subordinate-, peer-, and self-ratings for the SENE than for the male 
managers. 


Affective Relationships - | 
- In general, the research literature suggests.that women in leadership posi- 


tions are liked less well than.men holding similar positions (Haefner, 1977; 
Hagen & Kahn, 1975), although contrary evidence also exists: for exam- 


. ple, subordinates express a more favorable attitude toward female than male 


managers (Gupta, Beehr, & Jenkins, 1980; Osborn & Vicars, 1976). This 
finding seems to be more evident with women managers in higher manage- 
ment levels (Adams, 1978; Terborg, Peters, Igen, & Smith, 1977). When 
the manager's level and job type were controlled, no difference was found 
between nonmanagement employees" attitudes toward managers of either 
- sex (Terborg & Shingledecker, 1983). Superiors, on the other hand, were 

- found to have slightly more favorable attitudes toward their male subordi- 
nate managers than their female subordinate managers (Deaux, 1979). These 
' ‘inconsistent findings on others’ affect toward a target manager of differ- 
--ent gender also may be explained by the rater’s work relationship to the 
manager. Differences in affect toward the male and the female managers 
. may depend. on whether they are in superior, subordinate, or peer roles. 
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Tokenism has been one explanation offered for the presence of women 
executives (Kanter, 1977; Taylor, Fiske, Etcoff, & Ruderman, 1978). If. 
. women managers at the middle levels are perceived as tokens, the affective © 
relationship between them and their role set members may also be con- 
strained. Peers, especially, may have greater dislike for women managers 
when they are seen as direct competitors for scarce organizational rewards 
such as high level management positions. The small number of women exec- 
utives also may make them more noticeable for attribution of negative feel- 
ings (Kanter, 1977). If **similarity attracts,’’ then superiors, the majority 
of whom are males, may prefer their male over their female subordinates. 
The reactions of subordinates to middle level female managers, on the other 
hand, are more difficult to predict. These managers would be in a stronger 
power position than those in first line supervisory positions: Research shows 
that subordinate’s negative reaction is usually toward lower level managers. 
It is unknown, however, if these negative reactions are generalizable to rela- 
tionships in the higher organizational levels. Based on the available research 
and on further conceptualization on affective relationships, the following 
hypothesis was formulated. i 

Hypothesis 2: Overall, affect expressed by superiors, peers, and sub- 
ordinates will be higher for male than Jor female managers in the middle 
management leyels. Further, 

Hypothesis 2a: There will be a larger discrepancy in the affect ex- 
pressed toward the female managers than toward the male managers. 
Peers will express the least favorable affect toward women managers, 
followed by superiors and lastly by subordinates. 


Career Success 


The presence of women in the executive suite is a recent phenomenon 
and is still rare (Harrigan, 1981; Stewart & Gudykunst, 1982; U.S. Bureau 
of the Census, 1980). Overall statistics continue to show great disparities 
between incomes of women and men. Laboratory studies have continued 
to show that women are less likely than men to be hired (Dipboye et al., 
1977; Rosen & Jerdee, 1973; Shaw, 1972), less likely to be promoted (Miner, 
1974; Roussell, 1974), and more likely to be hired at lower salaries than 
men into comparable positions (Dipboye et al., 1977; Terborg & Ilgen, 1975). 
Other than overall census statistics showing women to be earning less than 
men and research showing fewer women in executive levels, field research 
on career progress of women relative to men is lacking. 

- There is reason to speculate that women may have made some progress 
in promotion and salary because of legislative requirements and social re- 
sponsibility of employers. These contextual factors may affect decisions 
of managers more than their personal biases. Although personal prejudices 
still may exist, employers responding to social and legal pressures may pro- 
mote women over men with similar background and qualifications. Thus, 
though it is hypothesized that bias still may be present in perceived 
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. performance effectiveness and in expressed affect toward female managers, 
the women who have already made it into management may fare better 
in terms of objective reality such as promotion rate or merit increases. Based 
on recent empirical observations.and on the impact of the legal and social 
contextual factors, the following hypothesis regarding the career progress 
of women is formulated: 
Hypothesis 3: Women managers will experience greater career suc- 
. cess than men in terms of promotion rate and merit increase. However, 
Hypothesis 3a: There will degener women taan men in higher man- 
agement levels. 

One dimension of career success is the person’s affect toward the job 
and its associated dimensions. Women may have made some progress in 
male-dominated organizations, but their attitudes toward the job and toward 
relationships with others may be constrained because of bias and unfavor-. 
able attributions. It thus is further hypothesized that: - 

Hypothesis 3b: Women managers will se a lower levei of job 
satisfaction than male managers. 

These three hypotheses were tested in the field using a group of industrial 
middle managers in two separate studies. The first study was conducted 
in the winter months of 1981 and a follow-up study was conducted in the 
summer of 1982. Data were obtained in the first study to test all three hy- 
potheses. The second study provided data to test Hypotheses 3 and 3b. 


A. Method 
. Sample 


The sample consisted of 217 male and 78 female middle level managers 
in a multicompany corporation that has businesses in the computer, data 
services, education, and finance industries. The initial sample was a nation- 
wide 10 percent stratified random sample of male and 50 percent of female 
managers in this corporation. The stratification was to ensure sufficient 
representations in the primary functions of marketing, research and develop- 
ment, manufacturing, and administrative services as well as representation 
from the various regions and industries. The response rates for both the 
male and the female managers were 66 percent. | 
| The sample also consisted ofthe superiors, subordinates, and peers of 

. these 295 managers. For the male managers, there were 173 superiors, 387 
subordinates, and 303 peers. For the female managers, there were 67 
superiors, 133 subordinates, and 111 peers. The response rates from these 
role set members for the male and female managers are also similar, ranging 
from 70 percent to 89 percent. On the average, the female managers were 
younger (37.6 years) than the male managers (43.2 years). The difference 
was significant (£— 5.21, p<.001). Women also had less company tenure 
(9.2 vs. 12.3 years) and less years of management experience (4.1 vs. 12.8 
-years). The differences also were significant (t = 3.44, p<.01 and t= 4.07, 
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p<.001, respectively). There was no difference in their educational levels. 
Almost all the superiors were male for both the female (94 percent) and 
the male managers (98 percent). Female managers had more female subor- 
dinates (67 percent) than did the male managers (22 percent). There also 
were more female peers (30 percent) for the female than for the male man- 
agers (8 percent). This pattern of respondents may be a result in part of 
the selection procedure that was employed in the identification of these role 
set members. Information is not available as to whether female managers 
actually have more female subordinates than the male managers in this or- 
ganization. This role set pattern, however, may reflect the chosen social 
network of informal interactions among these men and women managers. 


Research Procedure 


The managers were first introduced to this research by a letter from the 
corporation’s vice president for public affairs and personnel. One week 
following this letter, each manager received a packet of six survey ques- 
tionnaires from the first researcher. The cover memo in the packet explained 
in detail the purpose and nature of this research. Although the research 
was not entirely anonymous, a high level of confidentiality was guaranteed. 
The manager was asked to complete one of the survey instruments and dis- 
tribute the others to five individuals. Three criteria were given in the selec- 
tion of these other people. First, the manager must select one superior, two 
subordinates, and two peers. Second, they must be those with whom the 
manager interacted most frequently on job-related matters. Third, the man- 
ager must choose one subordinate and one peer with whom he/she worked 
best and one of each with whom he/she worked least well. These individ- 
uals could be in either direct or indirect reporting relationships. Because 
of the matrix structure of this corporation, frequency of interactions rather 
than formal hierarchical relationship was a meaningful criterion for selec- 
tion of relevant role set members. The third criterion was to ensure some 
level of representativeness in the subordinate and peer categories and to 
avoid the selection of ‘‘friends.’’ A better design would have been for the 
researcher to select the other individuals on a random basis. However, iden- 
tifying the entire role sets for 295 managers is not an easy task; in fact, 
it was prohibitive because of the complex matrix structure. Although the 
design used is less than ideal, there is some confidence that these role set 
members may have some level of representativeness to the actual role set 
composition. A follow-up telephone conversation with 45 randomly drawn 
managers indicated that these criteria were in general reasonable and fol- 
lowed. The higher percentage of female subordinates and peers for the 
female managers seems to indicate that female managers still feel more com- 
fortable with other females in the organization. Similarly, male managers 
tend to select mostly male peers and subordinates. 

All respondents were provided with a self-addressed, stamped envelope 
for returning the completed survey directly to the researcher at the university. 


1984 Tsui and Gutek ` 625 


The manager’s name was identified on ail the questionnaires. The role set 
members could remain anonymous. Confidentiality \ was strongly emphasized 
to all the participants. The high response rates (from 66 percent to 89 per- 
` cent) suggest that the a were not uncomfortable with the nature 
of this research. 


Measures 


. Perceived performance effectiveness was measured by a 3-item scale de- 
veloped by Tsui (1984). It measures the extent to which the ratee is per- 
forming his/her roles and responsibilities in the manner that the rater would 
like them to be performed. Thus it reflects the degree to which the manager 
has met the performance expectations of the rater. A separate performance 
score was obtained from the superior, the subordinates, and the peers. When 
two subordinates or two peers provided the ratings, the average score was 
used. This was necessary for obtaining a constituency score. The interest 
here was the perceptions of the subordinates and the peers as separate con- 
 stituencies, rather than.as separate individuals. A test of performance ratings 
by the two subordinates showed no difference in the mean ratings (t= .61, 
n.S.). There also was no difference between the two peers’ ratings (t= .33, 
n.s.). Thus, using the average of two respondents’ scores to form the con- 
stituency score was justified on both conceptual and empirical grounds. 
Self-rating of performance effectiveness also was obtained. The internal 
consistency reliability estimates for this variable are shown in Table 1. 

Affective relationship was measured by a 3-item scale adapted from the 
affective bond scale by Kahn, Wolfe, Quinn, Snoek, and Rosenthal (1964). 
It consists of three components: admiration, respect, and liking. The scale 
. has been used by Tsui (1983) with acceptable reliability. A separate score 
"was obtained from the three constituencies for the male and the female 

managers. The average of two respondents was used for the subordinate 
. and the peer constituency. Again, ¢ tests showed no differences in the mean 
ratings between two subordinates (t=. 16, n.s.) and between two peers 
(t= .95, D.8.). Toe intenna, COnsIseenEy reliability estimates also are presented 
in Table 1. l 

Career success was measured by nine variables. Four variables measure 
the manager’s progress in the organization, including promotion rate, merit 
increase, management grade level, and the formal appraisal rating that the 
manager received from the hierarchical superior. The remaining five vari- 
ables measure the manager's satisfaction toward the work itself, advance- 
ment, superiors, subordinates, and peers. 

The promotion rate was the number of promotions that the manager had 
received from the organization divided by his/her company tenure. The 
rate instead of actual number of promotions was used because of the longer 
company tenure that male managers have over the female managers. Merit 
increase was the amount of increase as a percentage of base salary. This 
was considered a more meaningful measure of progress because base salary 
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Table 1 
Differences in Performance, Affect, and Career Success 
Between Male and Female Managers 





Reliability" Male Female 
Dependent Variables F M N X SD N X SD t 
Performance effectiveness 
r 90 .84 i71 5.09 1.04 66 5.23 97 -98 
Su es -83 .87 384 5.05 1.22 132 §.23 1.25 -1.49 
.81 .85 302 4.98 1.18 110 5.25 991 -2.15* 
82 .75 216 .4.72 01 78 4.75 1.08 ~.20 
ANOVA F 4.731*** (w= .01) 4.301*** (a= ,03) 
Affective relationship 
.71 .63 179 4.18 55 67 4.19 56  -.18 
Su .87 .80 388 4.08 74 133 4.16 82 -1.03 
Peers 67 .80 305 3.94 7] 111. 4.03 62 -1.21 
ANOVA F 7.039*** (w?=.01) 1.373. (w? — .00) 
success 
peer rd performance 
210 6.63 1.16 76 6.66 1.09  —.19 
Merit increase (9) 213 9.98 3.16 72 11.88 422 -4.02*** 
Promotion rate 179  .40 22 69 47 19  -2.34* 
Grade level 212 1.98 Á .67 7 1.62 62  3.99*** 
Satisfaction with work .84 .75 216 3.91 73 78 3.95 82 ~.47 
Satisfaction with ad- 
72 .79 213 325 88 77 3.58 .80 -2.92** 
Satisfaction with | l 
superior .76 .87 214 3.88 82 76 4.09 64  -2.02* 
Satisfaction with sub- ; 
ordinates .81 .80 215 3.69 T7 T] 3.87 S2 -1.71 
:91 75 4.04 45 = —.79 


Satisfaction with peers 48 .69 216 3.99 
Overall MANOVA Wilks’ Lambda = .83, F—2.36** 
*Alpha Soc pent F = female, M = male. . 


may be a function of tenure, level, and experience. A larger salary increase 
for women relative to men with comparable performance effectiveness may 
reflect the organization's effort to reduce the wage disparity between the 
two sexes. The middle management structure was divided further into three 
levels reflecting a finer differentiation of grade level. The first level con- 
sisted of position titles of vice presidents and general managers. The sec- 
ond level included directors and department managers. The third level was 
occupied primarily by section managers who had one level of management 
underneath them. The formal performance appraisal rating was a one-item 
9-point scale used by the organization to capture the manager's overall per- 
formance in quantity, quality of work, and the accomplishment of specific 
objectives. Managers reported their most recent performance ratings and 
their most recent merit increase. | 

The five satisfaction scales were developed specifically for measuring man- 
agerial job satisfaction by Cellucci and DeVries (1978). One of their five 
scales was modified to suit the purpose of this study. Instead of measuring 
satisfaction with pay, this scale was replaced with a satisfaction with sub- 
ordinates scale. The items for this scale mirror the two scales measuring 
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satisfaction with superiors and co-workers. Each scale was measured by 
four items. The alpha coefficients also are presented in Table 1. 


Analysis 


The intercorrelations among all the dependent variables were computed 
separately for the male and the female managers. Then, a MANOVA was 
performed on all the dependent variables, using sex of the managers as the 
grouping variable. Student ¢ tests were performed on each individual de- 
pendent variable to test gender differences on the three main hypotheses. 
Univariate F tests were performed on the performance and the affective 
relationship variables for testing Hypotheses 1b and 2b. Two-way ANOVA 
was performed on the performance and affect variables to examine the ef- 
fect of rater and ratee sex on the dependent variables. Finally, moderated 
regression was used to test the interaction effect of gender with the various 
demographic variables on each dependent measure. This analysis was to 
estimate whether differences in the dependent variables were because of . 
the gender of the manager or the differences on the demographic variables. 


Results and Discussion 


|. The intercorrelations among the performance variables across the four 
raters were all smaller than .38 for both the male and the female managers. 

Similarly, the intercorrelations among the affect variables among the three 
raters were also small; all were less than .26. The intercorrelations among 
the four career success variables were similarly small, the largest being .36. 
It is only on the satisfaction variables that the largest correlation reaches 

.56. Overall, the pattern of intercorrelation was similar between the two 
sexes. Because of the low intercorrelations, the dependent variables were 
not combined in subsequent analyses. (Intercorrelations among all variables. 
are available from the authors.) 

The MANOVA, the ¢ tests, and the univariate F results are summarized 
in Table 1. The overall multivariate effect is significant (F— 2.36, p «.01). _ 
This suggests that there are gender differences on the 16 dependent variables. 
A closer examination of the ¢ values shows that the mean scores are higher 
for the women managers on all the variables except grade level. Of the 16 
t values, 6 reach statistical significance. Ratings. on the performance variable 
from peers were higher for the female than for the male managers. Women 
managers received larger merit increases and had a faster promotion rate 
than their male counterparts. They also reported a higher level of job sat- 
isfaction. These women managers, however, were at a lower grade level 
than the male managers. Thus, women managers were evaluated more favor- 
ably and had better affective relationships with others, contrary to that stated 
in Hypotheses 1 and 2. However, they were more successful in their careers 
than were the male managers, measured by promotion and merit increase. 
This supports Hypothesis 3. 
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Hypothesis 1a was not supported. The discrepancy in mean performance 
ratings was about the same for female as for the male managers. The range 
of the ratings for female was from 5.23 for superior ratings to 4.75 for 
self-ratings; it was 5.09 for superior ratings to 4.72 for self-ratings for the 
male managers. The magnitude of the two F values also was highly similar, 
with F= 4.301 (p <-001) for the female (w*= .01) and F=4.731 (p< 001) 
(a? = .03) for the male managers. Hypothesis 2a also was not supported. 
The discrepancy in affect ratings by others was larger for the male than 
for the female managers. The range was from 4.18 to 3.94 for males and 
4.19 to 4.03 for the females. Although the F value for the male managers’ 
scores (F= 7.039, p< .001) was much larger than the F for the female man- 
agers (F= 1.373, n.s.), neither accounted for much variance (w^ — .01 and 

.00, respectively). Thus the discrepancy in the nature of affect expressed 
by superiors, subordinates, and peers toward the female managers was not 
different from that toward the males. Hypothesis 3a, however, was sup- 

ported. There still were less women at higher organizational levels than men 
(a 3.99, p «..001). On the other hand, Hypothesis 3b was not supported. 
Women reported a higher level of job satisfaction than did the men in this 
sample. Specifically, they were more satisfied with advancement (t = 2.92, 
p«.01) and with their supervisors (1 —2.02, p «.05). Overall, women in 
this sample seemed to be more successful in their careers than men, in terms 

of actual promotion rate, merit rewards, and attitude toward their jobs. 

Previous research has suggested that raters of different genders may eval- 
uate male and female ratees differently. There were not enough female 
superiors to test the effect of superiors’ sex (2 percent for male managers 
and 6 percent for female managers). The sex of the subordinate and the 
peer raters could be evaluated. The two-way ANOVA shows no rater sex 
main effect or rater-ratee sex interaction effect on either the performance 
or the affect variables. The f tests on the ratings by the male and the female 
raters toward the male and female managers show that female raters tend 
to give slightly higher ratings. However, none of the f tests was significant. 
Thus, such tendency may only be suggested. In brief, no significant rater 
sex effect was observed. Subordinates and peers are not more likely to rate 
the performance of the same sex ratee higher than the ratee of a different 
sex. They do not express more affect toward managers of the same sex than 
those of the opposite sex. This result corroborates the findings of Peters 
et al. (1983) and of Wexley and Pulakos (1982). Both of these were field 
studies, as was this study, which found no rater-ratee sex interaction ef- 
fect on the ratee's performance levels. Because the male and the female 
managers differed significantly on three of the four demographic variables, 
it was necessary to assess whether tenure and experience may have accounted 
for the differences observed. Moderated regressions identified only two sig- 
nificant (p < .05) sex-demographic variable interaction effects of 48 potential 
interactions. Because this outcome is consistent with the level of significance, 
no interpretation of these interactions is warranted. In effect, there is no 
reliable evidence of interaction effects of sex or gender and other demo- 
graphic variables upon performance ratings. 
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Sample — 


Eighteen months after the main study, all the focal managers were con- . 
tacted for a follow-up survey: This follow-up survey contained primarily 
the career success variables. Of the 295 managers contacted, 231 managers - 
(78 percent) —169 male (78 percent) and 62 female (79 percent) managers— 
oe Data were, obtained c on nine career success measures. 


Measures 


"The managers were asked to indicate the most recent formal performance 
appraisal ratings that they had received from their hierarchical superior. 
It was the same comipany performance variable reported in the first survey. 
In addition to this formal company rating, the managers were asked to rate 
' themselves on the three items comprising the performance effectiveness vari- - 
able, which also was used in the first study. The-mean score was used and 
the internal consistency reliability estimates for this scale were a= 75 for 
males and a=.77 for females. : : - 

The managers were asked further to indicate the percentage merit increase 
they received in the most recent merit review. All managers had received 
. at least one merit increase since the earlier study. Furthermore, they were 
asked if they had been promoted during the eighteen months between the 
last and the current survey. In the total group, 20 percent of the managers 
had been promoted at least once. ` 

Finally, the managers responded to the 20. items measuring. the 5 facets’ 
. of satisfaction as were reported in the first study. The alpha coefficients 

_ were computed separately for males and females. They were a=.85 and 
. a@=.78 for male and female, respectively, in the satisfaction with work scale; 
^ qzm.73 and a = .82 for the satisfaction with advancement scale; a= .84 and 

. @=.85 for supervisory satisfaction; a= .87 and a = .75 for. satisfaction with 
subordinates; and a=.64 and. a= 3. EoI satisfaction with. peers. | 


. - 
Analysis ` - > ’ > 
+ =. . = a` 
A 


 Amultivariate analysis of variance was. performed on all.the variables, 
except promotion, using sex of the manager as the grouping variable. The 
f tests were performed on each individual variable after a significant 
MANOVA F was obtained. Chi-square was used to test the proportion of 
promotions between the two sexes. Results are summarized i in. Table 2. 


Results - 


Consistent with results of the first study, an overall significant MANOVA ` 
F (F-—4.43, p «.001) was obtained. However, most of the results were 
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Table 2 
Differences in Performance and Satisfaction 
Between Male and Female Managers 


Study 2 
l Male (N=169) ` Female (N=62) 
Variables X SD X SD t 
Self-rated performance effectiveness 4.50 1.00 4.97 .84 -3.30** 
y performance 6.45 1.20 6.61 94 ~.93 
Merit increase (%) 9.84 1,74 10.74 2.26 -3.19** 
action with work 3.83 79 3.90 . 86 -.53 
Satisfaction with advancement 3.03 95 3.38 82 -1.83 
Satisfaction with i 3.85 78 3.81 81: .30 
Satisfaction with 3.62 . 68 3.85 .79 -2.14* 
Satisfaction with peers 3.92 54 3.83 .  .49 1.25 
MANOVA Wilks Lambda — 85, F-443** — 
Promotions 33 (20%) ' 13 (2199) 
l x2 = .37, N.S. 
*p « .05 
**p<.001 


contrary to Hypotheses 3 and 3b. The proportion of promotions for women 
managers was similar to that for the male managers. The average company 
performance ratings were also similar between the two genders. Though 
nonsignificant, both the proportions of promotion and the company per- 
formance ratings were slightly higher for the female than for the male man- 
agers. Most interesting is the self-rating on performance effectiveness. 
Women, on the average, rated themselves higher than men (1- -3.30, 
p<.001). These women reported that they were meeting their own expec- 
tations regarding their roles and responsibilities. There was no difference 
between the two sexes on this measüre in the first study (¢=-.20, n.s.). 
Consistent with the results of the first study, on the average, women received 
a higher percentage of merit increase than did men (t= -3.19, p < .001). 

Women were more satisfied than. men on three of the five satisfaction | 
measures. However, only the satisfaction with subordinates scale was sig- 
nificant (£— -2.14, p< 05). Some changes in the areas of satisfaction were 
noted over the two study periods. Job satisfaction was higher for women : 
than men in the first study but tended toward being similar in the second 
study eighteen months later. In summary, tlie results of the follow-up study 
again failed to yield evidence of pro-male bias in the middle management : 
hierarchy. Women were evaluated similarly to and promoted as rapidly as 
men. They reported similar if not slightly more favorable attitudes toward 
their jobs. Lastly, they rated themselves higher on performance effectiveness 
and continued to receive a larger percentage of merit i increase than did their 
male counterparts. | 


Discussion and Conclusions 


This field investigation did not find pro-male bias among middle managers 
in this organization. Women managers were rated as favorably as, if not 
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more than, their male counterparts. Further, they obtained similar ratings 
in the organization’s formal performance appraisal system. The validity 
of the rating form, the rating procedure, management training, affirmative 
action guidelines, and potential rater consequences may all have contributed 
to the equivalence of ratings between the two sexes. These contextual fac-. 
tors. may account for the lack of bias in the formal performance ratings: 
that are public and subject to scrutiny by the ratees, the organization, and 
potential legal agents. Private ratings may be more acceptable to bias, if 
such bias is held by the raters. Raters in this research were guaranteed con- 
fidential responses. They also were assured of no administrative conse- 
quences to their ratings. If there was any bias; more likely it would 'emerge 
in the research ratings (DeCotiis & Petit, 1978). The lack of bias in these 
“private” performance ratings provided by superiors, subordinates, and 
peers suggest that pro-male bias may beinconsequential in middle or even ` 
in lower management, as was found in a recent study-of store managers 
(Peters et al., 1983). Sex bias, however, may well exist in the nonmanage- 
ment level. 

- Nieva and Gutek (1981) suggested that bias in 1 ratings may be more like- 
- ly when the raters are unfamiliar with the ratees in that inference has to- 
' be made about the ratee based on limited information. This usually is the 
case in selection interviewing or in laboratory studies. Women who have: 
advanced to the management level. usually have some accumulated record 
. of achievement. The women managers in this study averaged 9.2 years in 
the. company and slightly over 4 years of management experience. À low 
level of inference is required of the raters in these situations. In this study, 
women were seen to be slightly more effective than the men. Possibly, these 
raters áttributed women with a.high level of. competence by recognizing 
the extraordinary effort needed to overcome the initial barriers into the - 
executive suite (Pheterson, Kiesler, & Goldberg, 1971). Further, the dis- 
crepancy among the ratings by superiors, subordinates, and peers was slight- 
ly smaller for women than men. These findings support earlier research 
showing that.women are as similar to the ideal manager image as are males 
(Brown, 1979) and that there is no difference in motivation to manage be- 
tween male and female managers (Miner, 1974). - 

Similarity in affect expressed by others. toward the male and the female | 
managers may indicate equivalence in:social acceptance between the two 
sexes. Superiors like their female subordinates as much as their-male sub- 
ordinates. Both history of interaction and actual competence may-over- 
'come the initial discomfort with a subordinate of a different gender. Simi- 
larity in the subordinates' reactions toward the male and the female mana- 
gers may also be explained by the familiarity in interactions and proven 
competence of the managers. Over time and with experience subordinates 
may come to perceive female managers to have similar levels of power or 
access to resources as male managers. Contrary to Hypothesis 2a, female 
managers were not liked less than the male managers by their peers. Several 
. alternative explanations are possible. First, peer competition may not be 
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an issue in this organization if there are abundant advancement opportu- 
nities. Second, perception of competitiveness may not be related to affect 
toward the competitor. Third, this finding may reflect the specific culture 
of this corporation. 

Although there was little difference between the two genders on perceived 
performance effectiveness and affect expressed by members of the role set, 
differences in the actual career accomplishments favored women in both 
studies. Contextual variables such as affirmative action may have led to 
the faster promotion and larger percentage merits received by the women 
managers. Unfortunately, this explanation can only be conjectured because 
affirmative action policies would be applied to all the women in the sam- 
ple. Two or more organizations are needed for a true test of the effect of 
affirmative action on the success of women. 

The only sex main effect was observed on the peers’ affect toward the 
women and the women’s self-expressed satisfaction with some dimensions 
of their jobs. Women managers reported a higher level of job satisfaction 
than did the men. Peers expressed a more favorable affect toward the women 
managers regardless of the women’s backgrounds. It may be speculated 
that the positive affect toward the women managers in this corporation 
may be attributed to affirmative action policy or social desirability. Affir- 
mative action and equal employment opportunity may have been respon- 
sible for the equivalence of performance ratings given by the organizational 
superiors and the faster career progress of women, but it is unclear why 
it would lead to favorable attitudes expressed by peers, subordinates, or 
superiors. If social desirability is responsible for the higher ratings given 
to the women managers in this study, why were similar results not found 
in the laboratory? Why would raters in the laboratory be less inclined to 
give socially desirable responses toward women than subjects in field set- 
tings? Is the difference between findings from the laboratory and from this 
field research because of the raters, the ratees, the settings, or other un- 
specified contextual variables? One study in one organization cannot give 
solid proof on the lack of sex bias in the work place, but this research sug- 
gests that the external validity of findings from laboratory studies should 
be more carefully evaluated than has been done previously. Research using 
student subjects and fictitious target managers may be flawed in its failure 
to control relevant contextual variables. 

In conclusion, this research has provided further insight concerning the 
issue of pro-male bias in organizations. No pro-male bias was found in 
this study of the performance effectiveness and affect ratings given by 
superiors, subordinates, and peers toward managers in the middle hierar- 
chical levels. Background and contextual variables may account for the dif- 
ferential level of career accomplishments between the two sexes. These find- 
ings suggest that future conceptualization and research on women in the 
workplace must consider such situational variables as the management level 
of the sample in the organization, the opportunity structure provided for 
men and women in the firm, the level of experience that men and women 
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bring to the work setting, as well as biases that may be present in the minds 
of the organizational members. Preliminary research has begun to iden- 
tify some opportunity and social variables that differentially affect the career 
development of women and men (Stewart & Gudykunst, 1982). Women 
managers reported less satisfaction only when they perceived themselves 
as token hires (Chacko, 1982; Northcraft & Martin, 1982). Thus, further 
research should focus more on contextual variables than personal bias in 
evaluating the differences in performance outcome and work attitudes. 
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^. -BY FEMALE AND MALE LEADERS? 
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There have been several studies showing that attributions of performance 
on the same task will vary because of the gender of the participant (Deaux 
& Emswiller, 1974; Garland & Price, 1977; Rice, Bender, & Vitters, 1980; 
Terborg & Ilgen, 1975). The Rice et al. (1980) study, conducted at the U.S. 
Military Academy, showed that male cadet followers holding relatively tradi- 
tional views toward women's roles in society made less favorable judgments 
. about the causes of group and leader performance in groups led by women 
than in groups led by men. Conversely, male cadet followers holding relative- 
ly egalitarian views toward the roles of women made more favorable judg- 
ments about the causes of group and leader performance i in groups led by 
women than in groups led by men. 

The purpose of the present study was to determine if the laboratory re- 
sults reported in the Rice et al. (1980) study of West Point cadets could 
be generalized to field settings involving West Point cadets. The present 
study was a conceptual replication of the Rice et al. study rather than a 
direct replication because several factors besides the settings differed be- 
tween the two studies. Although all followers in the laboratory study were 
males, the field settings included both male and female followers. The ques- 
tionnaire format was identical and many of the same attributes were con- 
sidered in both studies, but the wording of the questions in the field replica- 
tion was slightly different. Finally, Rice et al. used the Spence and Helmreich 
(1972) attitudes toward women scale (AWS) to assess beliefs regarding the 
roles that women should play in society at large. The present study used 
the Army Research Institute attitudes toward women in the military scale 
(ARIAWS). The ARIAWSi is more limited and specific in content than the 
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AWS i in that the ARIAWS considers the roles of- women in is one of 
society's institutions, the military. — . 
' Iv light of both the results reported by Rice et al. (1980) and the con- 
struct proposed to be measured by the ARIAWS, hypotheses were derived 
concerning the reactions of both male and female cadets. with relatively tradi- 
tional and relatively egalitarian attitudes toward the roles of women in the : 
_ military. These hypotheses concern both attributional judgments and direct 
assessments of the leader’s success. . 
Hypothesis 1: Followers with relatively traditional attitudes toward 
the roles of women in the.military respond to-male leaders more - 
favorably than to female leaders. The effects are shown in terms of: 
both attributional judgments and direct assessments of leader success. 
Hypothesis 2: Followers with relatively egalitarian attitudes toward... 
the roles of women in the military show one of two patterns: 2a) They 
respond to female leaders more favorably than to males in terms of : 
both attribution judgments and direct assessments of leader success; 
: 2b) They respond no differently to male and female leaders in terms 
. of either attributional judgments or direct assessments of leader success. . 
It was necessary to offer two alternative hypotheses for the.reaction of 
relatively egalitarian cadet followers. because of the inconsistency between 
conceptual expectations and previous empirical results. Because followers 
- holding egalitarian attitudes feel that women should play a role in the mili- 
tary more equal to that of men, followers might be expected to. show no 
difference in the way they respond to male and female leaders. Rice et al. 
(1980), however, reported several effects in which male followers with egali- 
tarian attitudes showed. a significant bias favoring female leaders over male 
leaders. Hence Hypotheses. 2a and 2b are offered. -7 


à 


Method - 


Subjects. The subjects wére U.S. Military Academy cadets in leader and. 
trainee roles at two six-week summer training programs: Cadet Basic Train- 
ing (CBT) and Cadet Field Training (CFT). At CBT, necessary data were 
available from 692 male and 86 female followers; 711 cadets described a 
male squad leader and 67 described a female squad leader. At CFT, 766 
male and 75 female followers provided usable responses; 726 described a 
male platoon leader and 115 described a female platoon leader. 

ARIAWS. During the new cadet orientation period in June 1979, fresh- 
man cadets completedthe ARIAWS. Sophomore cadets completed this scale 
_ in August 1978 as part of an annual data collection program. This 7-item 
scale was developed by Woelfel, Savell, Collins, and Bentler (1976). It-as- 
sesses reactions to the roles of women in the Army: high scores reflect egali- 
` tarian attitudes (e.g., equal roles.for male and female Army soldiers), and 
low scores reflect traditional attitudes (e.g., command roles reserved ex- 
clusively for males). Because the number of response alternatives: varies 
- across items, each item was standardized (X= .00, SD = 1.00) before a total 
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scale score was calculated. The alpha coefficients Meroe; 1951) for this 
scale were .79 at CBT and .74 at CFT. 

There is considerable basis for concluding that the ARIAWS i is a valid 
: measure. This scale clearly possesses content validity; the items do relate 
to attitudes concerning the roles of women in the military. Also, there is 
some test-retest reliability for the AWS using West Point cadets because 
there was concern about how scores might change by the end of summer 

(Yoder, Rice, Adams, Priest, & Prince, 1982). In terms of empirical 
validity, Priest (1979) reported a correlation of .59 between the ARIAWS 
and the widely used and well-validated AWS developed by Spence and Helm- 
reich (1972, 1978). . 

Post-Training Measures. Following the end of the 1979 summer train- 
ing, cadet followers in the freshman and sophomore classes completed a 
questionnaire describing either their CBT squad leader or their CFT pla- 
toon leader. Six individual items were used to assess attributional judgments. 
The respondents indicated the extent to which each of six factors contributed 
to the performance of the unit. The factors were selected to include fac- 
. tors internal to the leader (leadership skill and the leader's hard work), fac- 
tors internal to the followers (unit members’ skill and hard work), and fac- 
tors external to both (good luck and bad luck). 

Multi-item scales were used to assess five criteria of leader success: per- 
ceived effectiveness of the unit leader (three items: alphas = .82 and .87 at 
CBT and CFT, respectively); perceived unit effectiveness (two itemis: 
alphas = .66 and .76); satisfaction with leader (four items: alphas = .78 and 
.83); satisfaction with peers (two items: alphas = .78 and .79); and satisfac- 
tion with summer assignment (three items: alphas=.61 and .64). 

A technical report available from the senior author provides detailed in- 
formation concerning these research settings, the roles of leaders, the data 
collection methods, and the psychometric properties of the post-training 
questionnaire (Adams, Rice, Instone, & Prince, 1980). 


Results. 


As would be expected given the content of the ARIAWS, there were sub- 
stantial respondent sex effects. In both settings, the attitudes of females 
were dramatically more egalitarian: CBT males versus female median = -1.24 
versus 6.17, X(SD) — -.75 (4.37) versus 5.42 (3.93); CFT male versus fe- 
male median — —.97 versus 7. 56, X(SD) = -.59 (4.49) versus 6.63 (3.31). For 
the principal analyses, median splits on the ARIAWS distributions for each 
sex were used to classify cadets as relatively traditional or relatively egali- 
tarian. The reader must attend carefully to the term ‘‘relatively’’ as a qualifer 
in this classification process. Nearly all females would be classified as egali- 
tarian if judged on the basis of the male norms. Similarly, females clas- 
sified as traditional are traditional only relative to their more egalitarian 
female classmates. Similar qualification is appropriate for interpretation 
of many male scores classified às egalitarian. 
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: Median Split Analyses. A series of 2x2 multivariate analyses of vari- 
. ance were conducted with the SPSS MANOVA program (Cohen & Burns, 
1978). For each of these analyses, the independent variables were leader 
- gender. and follower ARIAWS. For one-half of the analyses, the six attribu- 
tion items were the criteria; and for the other half, the five leader success 
scores were the dependent variables. Because the ARIAWS distributions 
. were so different for male and female followers, separate ANOVAs were 
conducted for each sex. Because the leadership roles at CFT and CBT are 
somewhat different and because previous empirical analyses of sex-linked 
effects often have yielded different results in these two training sites (Rice, | 
Instone, & Adams, 1984), separate ANOVAs were conducted for each site. 

This analysis strategy "m the eight spatie. 2x2 MANOVAs, summar- 

. ized in Table 1. . | | 


"NN “Table 1 
Summary of MANOVA. Results: 
. F Ratio and Degrees of Freedom - 

.Class Year and Gender + of Dependent Leader. Follower -- . | 

_ Training Site — Followers —— Variables Gender (A) ARIAWS (B) AXB 
1983 CBT Male Attributions . 1.00 (6,387). 3.52*. (6,387)  .41 (6,387) 

1983 CBT Female Attributions ow a MEDI 
1982 CFT Male - Attributions - .78 (6479) .96 : (6,473) 1.64 (6.473) 
. Female Attributions 1.14 (6,41) -.76° (6,41) 31 (6a) 

1983 CBT Male Success .67 (5,626) .61 (5,626) 83 (5, 
1983 CBT Female Success  - 1.15 (5,68) 1.48 - (5,68) .26 (5.68) 
1982 CFT Male Success . 3.94* (5,635)  .97 (5,635) . 1.22 (5,635) 
1982 CFT Female Success 1.05 (5,62) — L51 (5,62) .80 (5,62) 


: *There were no egalitarian female followers with. female eadera responding to all of the attribu- 
tion em therefore this analysis could not be conducted. 
PS 


l The leader gender x follower ARIAWS interaction is the. effect dircétly 
relevant to the hypotheses. Not one of these interactions was statistically 
significant. The judgmental bias related to sex-role attitudes reported by 
Rice et al. (1980) i in the West Point laboratory study was not conceptually 

. replicated in either of these two West Point field settings. Egalitarian and 

traditional followers did not make different attributional or evaluative judg- 

ments regarding the performance.of male and female leaders. Hypothesis 


.] and Hypothesis 2a each predicted that judgments about leaders would - | 


be related to followers’ sex-role attitudes. Neither hypothesis was supported 
by.these results. However, the lack of such bias among egnuarm respon- 
dents is consistent with Hypothesis 2b. . 

Leader gender main effects.. As shown in Table 1, ne movaal: main 
effect for leader gender was significant for the leader - success judgments 
of male followers at CFT. A closer inspection of the univariate. ANOVAs 
for male followers did show that followers of male leaders, in comparison 

‘to followers of female leaders, were more satisfied with their peers (p< .001, 
X 9.84 vs 9.02) and with their summer training assignment (p<.01, 
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X= 12:52 vs 11.59). These significant leader gender effects, however, did 
not generalize to any female follower responses, to the other training site, 
or to any of the attributional judgments. 

. Follower ARIAWS main effects. As shown in Table 1, the multivariate 
main effect for follower ARIAWS was significant for the attribution re- 
'sponses of males at CBT. The univariate ANOVAs for male followers in- 

- dicated that there were significant main effects for three items: leader work 
. (p «.05), good luck (p < .05), and bad luck (p< .01). Traditional male fol- 
lowers, relative to their egalitarian coünterparts, made stronger attributional 
judgments on all three items, that is, traditional cadets rated each of these 
three factors as contributing more strongly to unit performance than did 
egalitarian cadets (X*s = 3.43 vs 3.27, 2.11 vs 1.94, and 2.02 vs. 1.74, respec- 
tively). However, the significant follower ARIAWS effects did not generalize 
to any female follower responses, to the other ane site, or to any of 
the leader success judgments.: 
_ Extreme Groups Analyses. The principal analyses may be limited because 
of the use of median splits to classify traditional and egalitarian cadets; 
more extreme ARIAWS scores may be necessary for the predicted bias to 
. occur. Hence, the 2 x 2 MANOVAs were repeated, using only the top 20 
percent and bottom 20 percent on the ARIAWS distribution. These analyses 
had to be limited to male followers because there were so few female fol- 
lowers with female leaders when using more extreme cutoff points (this is 
true even if top and bottom thirds are used). As the Rice et al. (1980) study 
was limited to male followers, these secondary analyses are quite useful 
. for purposes of the present study even though female respondents had to 
be excluded. None of the four MANOVAs based on extreme scores yielded 
a significant interaction effect. Hence, Hypothesis 1 and Hypothesis 2a were 
not supported. However, the lack of differences between traditional and 
egalitarian male followers was consistent with Hypothesis 2b. _ 


Discussion 


` The results of Rice et al. (1980) were not conceptually replicated by the 
. present study. Using median splits on the ARIAWS scale, the predicted biases 
were not found in responses of either male or female followers in either 
of the two settings for either of the two rating categories (attributions or . 


m leader success). Even when using more extreme cutoff points for the 


`. ARIAWS, consistent support for the bias predictions was not found in male 
responses. 

» ^ The results of the present study are best viewed in light of similar results 
from à parallel study of West Point cadets conducted at a third location 
in actual Army units during the same time (Adams, Priest, Rice, & Prince, 
1980). This study involved ratings of cadets assigned to regular Army units 
during the surnmer for Cadet Troop Leadership Training (CTLT). The 
ARIAWS scores óf the regular Army officers rating these CTLT cadets were 
unrelated to their attributional and evaluative judgments concerning cadet 
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performance. Taken together, these two studies suggest that attitudes toward 
the role of women in the Army as measured by the ARIAWS do not intro- 
duce a consistent and strong bias into the way male and female cadet leaders 
are judged by either their subordinates or their superiors in field settings. 

The failure to support Hypotheses 1 and 2a cannot be attributed to meth- 
odological weaknesses concerning sample size, reliability, validity, or social 
desirability. The sample sizes were large enough to give those analyses con- 
siderable statistical power. Concerning the issue of reliability, the attribu- 
tion measures could not be assessed because they were one-time, single item 
measures. However, items with nearly identical format were reliable enough 
to yield significant effects in the Rice et al. (1980) study. Furthermore, the 
present authors' previous technical report indicates that the attribution re- 
sponses were significantly correlated with many of the other variables mea- 
sured by the larger questionnaire in which they were contained (Adams, 
Rice, Instone, & Prince, 1980). Such findings attest to the reliability of the 
measures involved. The reported reliabilities of the ARIAWS and the several 
leader success measures were high enough to eliminate attenuation due to 
unreliability as the cause of the nonsignificant effects. Furthermore, the 
present study was able to produce a significant main effect in each setting; 
such results attest to the adequacy of these measures and the design of the 
study. 

Turning to the issue of validity, the validity of the ARIAWS has already 
been defended. The authors’ previous reports dealing with the question- 
naire used in this study attest to the validity of the attribution and leader 
success measure (Adams, Rice, Instone, & Prince, 1980; Rice et al., 1984). 
The final methodological issue concerns social desirability, that is, faking 
responses to please the sponsoring institution or the researchers. The pres- 
ent subjects were not reluctant to provide socially undesirable responses. 
There was adequate variance in ARIAWS, attributional judgments, and 
measures of leader success. In terms of supporting the hypotheses, the prob- 
lem was not a general tendency for respondents to provide socially desir- 
able responses. Rather, the problem was that those with '*undesirable"' 
ARIAWS did not also provide ‘‘undesirable’’ ratings of attributions and. 
leader success as predicted. Taken together, the results of related research 
and the several methodological issues just considered combine to suggest 
that these nonsignificant effects are not research artifacts. 

The long term duration and intensity of leader-follower interactions may 
be a key difference accounting for the results of the present study and prior 
laboratory research. In the present study, leaders and followers interacted 
on a 24-hour per day basis over a period of several weeks; they got to know 
one another quite well. In contrast, the previous studies yielding bias ef- 
fects have been based on either short term laboratory interactions (Rice 
et al., 1980) or totally hypothetical situations in which subjects responded 
to written scenarios concerning the actions of male or female managers (Gar- 
land & Price, 1977). The saliency of gender and sex-role stereotypes may 
wane over time as people are compelled to judge women based on long-term 
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performance and face-to-face interaction. Such speculation is fully consis- 
tent with the conclusion offered by Osborn and Vickers with regard to re- 
sults of field and laboratory studies of gender and leadership. They con- 
cluded: 


Artificial, short-term laboratory situations tend to elicit subject responses based on readily 
available stereotypes, while long-term, real-life, field settings include extensive interper- 
sonal contact that provides subjects with a more realistic basis for their behavior. Thus, 
lab studies may yield deceptive data in overstating the total influence of sex stereotyping 
(1976, p. 447). 


In addition to the general variable of time and intensity of leader-follower 
interaction, the particular stance taken toward sexism at the Military Acad- 
emy may be relevant to the lack of bias results reported here. The lack of 
gender bias may reflect both the institutional encouragement of gender fair- 
ness and the preparation of the female leaders. The Academy has been sen- 
sitized to the issues of gender bias through numerous reports, workshops, 
and specific incidents. More importantly, the Military Academy has taken 
many affirmative steps to handle such problems. Several references pro- 
vide reviews of such actions (Adams, 1979, 1980; Vitters, 1978). 

Regarding the preparedness of the female leaders, the policy of quality 
of training for male and female cadets may be crucial. Women and men 
have gone through similar training experiences; it is not surprising that they 
should be judged quite comparably given this equality of background. Many 
situations outside the Academy environment place female leaders in posi- 
tions in which they do not have a background equal to that of their male 
counterparts. 

Insofar as follower judgments of male and female leaders are concerned, 
the various institutional initiatives may have had a positive effect. It ap- 
pears that even those cadets with serious reservations about the appropri- 
ateness of women in the Army were able to overshadow their personal at- 
titudes and judge female leaders on the basis of performance, not sex-role 
stereotypes. These findings should be comforting to scholars and practi- 
tioners devoted to understanding better the influence of sex-roles, gender, 
and judgments of performance. 


References 


Adams, J. Report on the admission af women into the corps of cadets-—Praject athena III. West Point, 
N.Y.: Adjutant General Printing Office, 1979. 


Adams, J. Report on the admission of women into the corps of cadets—-Project athena IV. West Point, 
N.Y.: Adjutant General Printing Office, 1980. 

Adams, J., Priest, R. F., Rice, R. W., & Prince, H. T. Effects of rater attitudes and attributes on 
female and male leader's effectiveness. Paper presented at the Biannual Army Medical Department 
Psychology Symposium, Washington, October 1980. 

Adams, J., Rice, R. W., Instone, D., & Prince, H. T., II. The 1979 summer leadership study: Proce- 
dures and descriptive analyses for the basic questionnaire (Technical Report, 80-1). West Point, N.Y.: 
Adjutant General Printing Office, 1980. 


Cohen, E., & Burns, P. SPSS-manova-multivariate analysis af variance and covariance. Evanston, 
Il.: Vogel Computing Center, Northwestern University, May 1978. 


AU 


1984 Adams, Rice, and Instone 643 


Cronbach, L. J. Coefficient alpha and the internal structure of tests. Psychometrics, 1951, 16, 297-334. 


Deaux, K., & Emswiller, T. Explanation of successful performance on sex-linked tasks: What is skill 
for male is luck for female. Journal of Personality and Social Psychology, 1974, 29, 80-85. 


Garland, H., & Price, K. H. Attitudes toward women in management and attributions for their suc- 
cess and failure in a managerial position. Journal af Applied Psychology, 1977, 62, 29-33. 


Osborn, R. N., & Vickers, W. M. Sex stereotypes: An artifact in leader behavior and subordinate 
satisfaction analyses. Academy of Management Journal, 1976, 19, 439-449. 


Priest, R. F. Re-analysis af validity data for the attitudes to women in the army scale (Research Note). 
West Point, N.Y.: Office of Institutional Research, April 25, 1979. 


Rice, R. W., Bender, L. R., & Vitters, A. G. Leader sex, follower attitudes toward women and leader- 
ship effectiveness: A laboratory experiment. Organ&ational Behavior and Human Performance, 1980, 
25, 46-78. 

Rice, R. W., Instone, D., & Adams, J. Leader gender, leader success, and leadership process: Two 
field studies. Journal of Applied Psychology, 1984, 69, 12-31. 


Spence, J. T., & Helmreich, R. L. The attitude toward women scale: An objective instrument to measure 
attitudes toward the rights and roles of women in contemporary society. JSAS Catalog of Selected 
Documents in Psychology, 1972, 2, 66. 


Spence, J. T., & Helmreich, R. L. Masculinity and femininity: Their psychological dimensions corre- 
lates and antecedents. Austin, Texas: University of Texas Press, 1978. 

. Terborg, J., & Ugen, D. A theoretical approach to sex discrimination in traditionally masculine occu- 
pations. Organizational Behavior and Human Performance, 1975, 13, 352-376. 

Vitters, A. Report on the admission of women into the corps of cadets at West Point—Project athena 
IH. West Point, N.Y.: Adjutant General Printing Office, 1978. 

Woelfel, J. C., Savell, J. M., Collins, B. E., & Bentler, P. M. A preliminary version of a scale to 


meusure sex-role attitudes in the army (Research Memorandum 76-3). Alexandria, Va.: U.S. Army 
Research Institute for the Behavioral and Social Sciences, February 1976. 


Yoder, J. D., Rice, R. W., Adams, J., Priest, R. F., & Prince, H. T., H. Reliability of the attitudes 
toward women scale (AWS) and the personal attributes questionnaire (PAQ). Sex Roles, 1982, 8, 
651-657. 


Jerome Adams is Associate Professor in the Science Research 
Laboratory at the U.S. Military Academy, West Point. 


Robert W. Rice is Associate Professor of Psychology at the State 
University of New York at Buffalo. 


Debra Instone is a doctoral candidate in Psychology at the State 
University of New York at Buffalo. 


644 | Academy of Management Journal September 


CAcademy of Management Journal 
1984, Vol. 27, No. 3, 644-653. 


ADMINISTRATION SIZE AND ORGANIZATION SIZE: 
AN EXAMINATION OF THE LAG STRUCTURE! 


JOHN B. CULLEN 

University of Nebraska, Lincoln 
DOUGLAS D. BAKER 
Washington State University 


Recent longitudinal studies of the relationship between organization size 
and administrative staff size (Freeman & Hannan, 1975) often have failed 
to replicate the findings of earlier cross-sectional research (Blau & Schoen- 
herr, 1971). Asa result, many researchers (Kimberly, 1209) have argued 
that further longitudinal research is necessary. 

Longitudinal analyses, however, are not without potential pitfalls (Kim- 
berly, 1976a). One of the crucial analytical problems is the identification 
of an appropriate lag structure: that is, the amount of time it takes a de- 
pendent variable to respond to changes in an independent variable. How- 
ever, as Freeman and Hannan have noted, “‘It is notoriously difficult to 
induce the proper lag structure from empirical analysis of a panel of ob- 
servations” (1975, p. 216). In addition, there seems to be no a priori reason 
why the proper lag between two variables would be the same for all orga- 
nizations, even if they are of the same organization type and even if they 
are observed over the same period. 

In order to provide some empirical basis for understanding the lag struc- 
ture of the often studied relationship between organization size and ad- 
ministration size, two basic questions were addressed for this paper. First, 
does the explanatory power of within-organization models of the adminis- 
tration/ organization size relationship vary by the time lag of organization 
size? Second, given the discovery of differences among the time lag models 
in terms of explanatory power, can these differences be attributed to other 
organizational factors? » | 


Background 


In contrast with cross-sectional studies, the major benefit attributed to 
the use of longitudinal data for the study of organizational size and ad- 
ministration is the increased understanding of causal processes (Kimberly, 
1976a; Meyer, 1972). Given that controlled field experiments with organi- 
zational structure often are impractical, most organizational theorists would 
agree that **though not a complete substitute for the experimental design, 
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panel analysis goes farther toward resolving the ambiguities in.causal in- ` 
. ference than other forms of analysis’’ (Kessler & Greenberg, 1981, p. 26). — 

Thus, the long standing concern of researchers with administrative econo- 
mies or diseconomies of scale; or the relative adjustments of administra- 
. tion size to changes in the overall organization size (Blau, 1970; Parkin- 
son, 1957), indicates that both organization size and administration size 
should be measured over time. 

` Unfortunately, the majority of longitudinal research on the relationship | 
between organization size and administration size has been limited by rel- 
atively few data points (Freeman & Hannan, 1975). This limitation has re- 
sulted in cross-sectional research designs i in which the change in size or ad- 
ministration over two or three data points is used as a variable for cross- 


^. ‘sectional comparisons between organizational units of analysis (Ford, 1980). 


.- Although certainly more informative than single time period cross-sectional 
research, between-organization. designs are limited in their ability to tap. 
. time-related processes of change. As such, they can be contrasted to within- 
: organization designs such as that: used by Ford (1980) iri his study of 24 
organizations over a 10-year period. With such data, Ford was able to com- 
pute regressioris of administratiori size on organization size separately for 
individual organizations. His analysis allowed for a detailed investigation 
. of the responsiveness of administration size to changes i in organization size, 
including an assessment of administrative economies and diseconomies of 
scale under conditions of growth and decline for individual organizations. 

. The simplest time series regression analysis of Y on X uses data for the 


''- X, and Y, variables matched over, the exact same time periods. This was 


the procedure used by Ford (1980): when he regressed, for the same years, 


- "administration size on organization size over 10 yearly data points. From 


the empirical perspective, such a model (which is called contemporaneous) 


X. assumes that administration size is affected only by organization size in 


the same year (Kmenta, 197 1). From the substanitive perspective, two pos- 

. sible conditions might résult i in the model being accurate. First, organiza- 
tional decision makers delete or add administrators as an immediate reac- 

tion to the observation of a change in their organization's size. Second, 
prior planning by organizational decision makers results in the accurate 
anticipation of changes in size, with the planned adjustment of adminis- 

“trative staff size occurring simultaneously with the changes in organiza- 
tion size. However, the contemporaneous model may not be appropriate 
when the reaction of organizational decision makers to changes in organi- 
zation size.occurs not instantaneously, but at a later time period. 

. . Unlike some other social and behavioral science fields such as marketing 
research and economics (Clarke, 1982; Weinberg & Weiss, 1982), and prob- 
ably because there has not been a long tradition of longitudinal data anal- 
ysis, organizational theorists have given only limited attention to the lag - 
structures among their prime variables (Kimberly, 1976a). As a result; longi- - 

tudinal research on organization size and administration size most often 
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has used contemporaneous models (Ford, 1980) even though early within- 
organization research (Tsouderos, 1955) suggested that administrative ex- 
penditures may lag behind changes in organization size. 

The issue of identifying an appropriate lag structure is a general prob- 
lem with time series data. The solution offered most often by economists 
(and others fortunate enough to have numerous data points) is the distrib- 
uted lag model in which the dependent variable is regressed on the same 
—X independent variable lagged over more than one time period. Although there 
are several econometric techniques for dealing with distributed lag models 
(Kmenta, 1971), they probably are of limited use to organizational theorists. 
Longitudinal data on organizational structure seldom contain sufficient ob- 
servations for examining a within-organization change with a single time 
lag, far be it from a distributed lag. Fortunately, there is an alternative 
procedure to the distributed lag model—a single lag model that is not con- 
temporaneous. However, questions then arise regarding how to identify 
the appropriate single time lag between two organizational variables and 
whether the particular types of organizational subjects differ on this account. 

With four-year colleges and universities as the organizational sample, 
the present study examined three within-organization single lag models over 
eight yearly data points: (1) contemporaneous—administration size regressed 
on organization size from the same year; (2) a one-year lag—administration 
regressed on organization size from the previous year; and (3) a two-year 
lag—administration regressed on organization size from two years earlier. 
Using R? as a criterion for selecting the best model for each organization, 
a multiple discriminant analysis then was used to examine organizational - 
factors that led to differences among organizations in ii their 
particular best model. 

The three-models suggest a range of responses from anticipatory to reac- 


` -` tionary as to how organizations might adjust to changes in size. Although 


| mathematically the contemporaneous model assumes an instaneous effect 
of size on administration, from the substantive perspective it was felt that 
this model represents the condition of accurate planning by college and uni- 
versity administrators. That is, because it is unlikely that colleges and uni- 
versities fire and hire high level administrative staff (above the level of de- 
partment chairpeople) immediately after the enrollment size is finalized for 
the year, this model implies that organizational decision makers accurate- 
ly anticipated changes in enrollment and adjusted their staff accordingly. 

In contrast, the other two models represent.an extension of the logic em- 
ployed by Freeman (1979). In a study of school districts, he argued that 
a one-year time lag between size and administration was appropriate because 
it took into account that enrollment in one school year provided the basis 
for teaching and administrative hiring decisions in the next year. The models 
examined here allowed for a one or two-year reaction time to enrollment : 
changes. 
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Method 

"Sample. A random sample of 200 four-year colleges and universities was 
selected from volumes 1 through 10 of the Yearbook of Higher Education | 
(YHE) (Marquis Academic Media, 1969-1978). Missing data reduced the 
sample to 139 organizations with 10 yearly data points. Yearly data points 
. were considered appropriate for colleges-and universities based on the 
assumption that the majority of their personnel decisions regarding admin- 
istrators are made on a yearly basis. In addition, although midyear dropouts 


; and transfers may account for some changes in enrollment size, yearly 


changes would seem most salient for an organization with essentially a yearly 
cycle of input-throughput-output. 

-. Procedure. Step 1. The first step of the analysis was to compute separately, 
for each of the 139 organizations, the regression of administration size on 
organization size using eight pairs of yearly data points. With each slope 
computed on data for one organization, the within-organization (or Over 
time) relationship between administration size and organization size was 
represented. | 

Three equations, representing the different time lag models, were esti- 
mated for each organization: (1) contemporaneous—the number of admin- 
‘istrators from 1971 to 1978 regressed on organization size from the same 
years, similar to Ford (1980); (2) one-year lag—administration size from 
1971 to 1978 regressed on organization size from 1970 to 1977; (3) two- 
year lag—administration size from 1971 to 1978 regressed on organization 
size from 1969 to 1976. 
. In the regression analyses, omanan size was represented by the full 

time student enrollment. Administration size was the number of full time 
academic administrators above the level of department chairpeople. Included 
in this classification were presidents/chancellors, all academic deans, and 
all division heads in the typical areas of college/university administration 
. including instruction, academic affairs, student personnel, head librarian, 
- admissions, business and finance, registrar, special programs, adult/con- 
tinuing education, and research. Division head titles included vice-presi- 
dents/vice-chancellors, deans, and directors. 2 

Given 10 years of available data, there was a tradeoff in the number of 
years available for the regression analyses and the number of years size 
could lag behind administration. Regressions over eight years allowed the 
- one contemporaneous model and the two lagged models. Although it would . 
have been interesting to examine lags of three or more years, it was de- 
cided that the reduction in data points would have been too prohibitive. 

Logarithmic transformations (base 10) of administration size (number - 
of administrators above the level of department chairpeople) and of the 
organization size (number of students) were employed. Following a proce- 
dure similar to the within-organization longitudinal study by Ford (1980), 
the economists’ technique (Campbell & Siegel, 1967) of transforming both 
sides of an equation was used in order to estimate size elasticities or the . 
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proportional changes in number of administrators responding to propor- 
tional changes in number of students (organization size). Transforming both 
. sides of the equation allowed the models to represent the theoretically rele- 
vant proportional changes in administration (Blau, 1970) without using the 
often criticized ratio variables (Freeman & Kronenfeld, 1973; MacMillan 
& Daft, 1979). 

Ordinary least squares (OLS) regressions were used to estimate size elas- 
ticities because only 13.2 percent of the regressions had significant auto- 
correlations (Durban-Watson D statistic). 

Growing and declining organizations were analyzed separately because 
earlier research has suggested that the processes associated with organiza- 
tion growth and decline are not simply the reverse of each other (Ford, 
1980; Freeman & Hannan, 1975). A growing organization was defined as 
one with a larger average size in the last five years of the study (1973-1978) 
than in the first five years (1969-1973). Declining organizations had a smaller 
average size in the last five years. 

Step 2. Because regressions representing the three time lag models were 
computed for each organization, it was possible to estimate which model 
represented the ‘“best fit’? (or most appropriate lag structure) for each or- 
ganization. The criterion for the selection of the best fitting model was the 
highest R* among the regression equations. Organizations were considered 
to have a ‘‘best’’. time lag model when the highest R? of the three time 
series regressions was at least .1 above the other two R?s. A fourth classi- 
fication was used for organizations that did not meet the .1 criterion for 
differences in R?. Although .1 was an arbitrary criterion, it should be 
noted that it was the minimal separation, and the vast majority of the models 
were separated by more than .1. 

The distribution of best model classifications was: 33.1 percent contem- 
. poraneous, 16.2 percent one-year lag, 23.4 percent two-year lag, and 27.3 
percent ambiguous. À cross-tabulation of the growing and declining orga- 
nizations by the best fitting lag model classification showed no significant 
relationship (chi-square — 2.15, p ».5). 

Discriminant Analysis Variables. A stepwise multiple discriminant anal- 
ysis was used to investigate whether several organizational characteristics 
discriminated among the organizations classified into the four groups. The 
dependent variable used in the multiple discriminant analysis was labelled 
**best model’’ and represented the categorization of all organizations into 
the four groups described above (contemporaneous, one-year lag, two-year 
lag, or ambiguous). 

Because no previous research was found that examined empirically or- 
ganizational factors that affect the lag structure between organization size 
and administration size, independent variables were selécted both to rep- 
resent components of organization structure used commonly in the litera- 
ture (Pugh, Hickson, Hinnings, Macdonald, Turner, & Lupton, 1963) and 
to represent variables with theoretical links to organizational change and 
adaptation. However, because the data were derived from a secondary 
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source, the selection of variables was limited, and it was not possible to 
. consider some potentially important structural characteristics (e.g., formal- 
ization, centralization). 

Based on their prominence in Blau's (1970) theoretical work focusing 
on size, administration, and structural differentiation, variables represent- 
ing the size of the administrative staff, size of the organization, and struc- 
-tural differentiation were included in the discriminant analysis. Two size 
measures were used for organization size and administration size. Propor- 
tional changes in total organization size and in administration staff size 
were examined because they represented the magnitude of change that took 
place in the organization during the study period. Because it is.common 
to include the initial level of a variable when a ratio or net change in the 
variable over time is used in regression analyses (Dewar & Hage, 1978; Free- 
man & Hannan, 1975), the initial levels of organization size and adminis- 
tration size (size in 1971) were included in the discriminant analysis. The 
initial size variables represented the overall scale of operations; the change 
. variables represented the extent of variation over time. A large base size 
may provide sufficient organization slack to eliminate the need to make 
rapid adjustments in administration sizé in response to changes in organi- 
zation size. Extensive changes in administration size may indicate fast ad- 
| justments to organization size change; conversely, large changes in orga- 
nization size may make it more difficult for uie administrative adjust- 
ments. 

Although the cross-tabulation of growth and decline by the best model 
classifications was not significant, a dummy variable indicating growth was 
used to explore the effect of growth/decline on lag structures when other 
variables were controlled. Auspices (public ownership or control) and or- 
ganizational age were considered relevant variables because earlier research 
on colleges and universities demonstrated that these variables are related 
to other structural variables (Blau, 1973). Rainey, Backoff, and Levine 
(1976) also have argued that public organizations are less innovative than 
private, a situation that may affect responses to changes in size. Because 
it has been hypothesized (Miles & Randolph, 1980) that organizations vary 
in their ability to react to changes depending on their life cycle stage, it 
seems.possible that organizational age affects lag structures. Rubin's (1979) 


:.' argument that some colleges and universities do not successfully adapt their 


organizational structures in response to environmental change suggested 
that organizational characteristics that might show a more adaptive man- 
agement should be examined. If. organizations with a more adaptive man- 
agement are quicker to.change their organizational structure, a shorter time 
lag in reactions of administration size to organization size would result. 


^. . A measure of relative degree of top managemen pontonal reorganization 


was. used. - 
Operational indicators of the variables used i in the discriminant analysis 
are: 
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1. Age: The founding date subtracted from 1982. 

2. Public: A dummy variable indicating that the organization was a public 
(as opposed to private) institution. 

3. Initial size: The full time student enrollment of the college or univer- 
sity in 1971. i 

4. Delta size: The proportional change in enrollment (1978/1971). 

5. Growth: A dummy variable indicating that the organization had a 
larger average size in the last five years of the study (1973-1978) than 
it did in the first five years of the study (1969-1973). 

6. Initial administration size: The number of the administrators (as de- 
fined earlier) in 1971. 

7. Delta administration: The propornona: change in administration size 
(1978/1971). 

‘8. Mean differentiation: The average number of departments from 1973 
to 1978. Structural differentiation was measured from 1973 because 
the number of departments was not reported by the YHE prior to 1973. 

9. Position reorganization: The total number of title changes in the aca- 
demic administration ——— (1969-1978). 


Results 


The stepwise multiple discriminant analysis had one statistically signifi- 
cant function (p< .01). Table 1 shows the rotated (varimax) standardized 
discriminant function coefficients for the independent variables and the 
group centroids (means) for each of the four categories representing the 
best or ambiguous time lag models. 


." Table 1 
| Rotated Standardized 
- Discriminant Function Coefficients 
and Group Means (Centroids) 


Variable ‘Coefficient 
Delta size l 1.00 
Mean differentiation „02 
Position -.03 

Group Centroids 
Contemporaneous l .02 
One-year lag -.43 


Two-year lag | ~AT 

! 36 

Of nine possible variables, three were entered into the discriminant func- 

tion. These included the proportional change in size over the eight years 
studied, reorganization, and the mean number of departments.  . 
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Group means (centroids) of the organization’s standardized discriminant 
. Scores (m= 0, sd = 1) showed that the prime effect of the discriminant func- 
tion was to distinguish between the ambiguous classification and the one- 
year lag classification. Nearly one standard deviation separated the two 
groups (mean discriminant scores = .36 and -.43, respectively). Although 
close to the one-year lag in discriminant space, the two-year lag best model 
classification was not.as clearly distinguishable from the ambiguous clas- 
sification. — 

The largest discriminant coefficient in the function was pu and pro- 
duced by delta size. 


| Discussion and Conclusions 


The major conclusion of this study is that appropriate vibus time lags 
for longitudinal studies of organizational properties may not be applicable 
to an entire organizational sample—even when that sample is homogeneous 
in terms of organizational type. In addition, if lag structures are affected 
by other organizational factors; then the process of conducting longitudinal 
research is even more complex than many authors (Kimberly, 19762) have 
estimated previously. When compared to cross-sectional research, not only 
must more complex statistical techniques be employed but, also, researchers 
must take care to explore the different lag structures in their organizational 
samples and to investigate any variables that could potentially affect their 
' hypothesized causal lags. "E 

Because change in size was the lagged independent variable in the within- 
organization regression analyses, and because delta size was the maj or dis- 
criminating variable, it is suggested that the magnitude of change in an or- 
ganizational characteristic may determine its lag structure. Thus, this find- 
ing gives a possible clue for developing empirical solutions to the method- 
ological problem of identifying appropriate lag structures—focus on the 
extent of change in the nee or lagged variable as a potential fac- 
tor influencing lag time.  . 

The effect of delta size shows that relatively more extensive changes in 
size discriminated primarily between the model of no discernible pattern 
in the time and response to changes in organization size and the model of 
a one-year time lag. A less notable discrimination occurred between the 
ambiguous model and the two-year lag model. The relationship of delta 
size with the ambiguous classification could result from the existence of 
moderating factors that limit or enhance the responsiveness of administrative 
size when there is a larger degree of change in enrollment. For organiza- 
tions falling into the one-year lag best model classification, it seems pos- 
sible that proportionately larger changes in organization size may destabilize 
some organizations, inhibiting their ability to plan for changes in adminis- 
trative staff size, an ability necessary to have organizational decision makers 
. plan accurately for contemporaneous adjustments to changes in size. 

. Two important factors to be considered in future longitudinal research 
on organization size and administration size are the types of administrative 
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personnel studied and the possible dependence of lag structures on the nature 
of the organizational subjects’ industry. 

A volatile and competitive industry may impact on managerial planning 
because changes in size or volume of operations may be more difficult to 
anticipate; therefore, it can be hypothesized that reactive rather than pro- 
active decisions regarding staff would result. In addition, within a keenly 
competitive industry, organizational slack would be minimal and excess 
administrators might be dangerously costly. In such an environment, it séems 
that personnel changes would have to be made in less than the yearly i in- 
crements typical for colleges and universities. 

Because researchers often find inconsistent relationships between size and 
administration across different categories of administrative personnel (Ford, 
1980), it might be possible that different categories of administrators would 
show different time lags in response to changes in size. For instance, it can 
be hypothesized that, when the personnel component represents adminis- 
trators from the top levels of the organizational hierarchy or represents 
administrators who are difficult to replace (such as highly trained profes- 
sionals), the size of the personnel component is relatively inelastic in response 
to short term declines in organizational size. Such a situation would result 
in a relatively long time lag necessary for an accurate representation of the 
administration size/organization size relationship. 

Finally, given the increased proclivity for longitudinal research i in orga- 
nizational theory, it seems that future empirical and theoretical work is 
necessary to address at least four questions, the answers to which are very. 
likely specific to the type organization studied and the variables under anal- 
ysis. These are: (1) What are the substantively meaningful lag periods for 
measurement (e.g., one day, one week, etc.)? (2) Given an appropriate lag 
period, how many periods need to be observed in order to assess change? 
(3) How many different.lag structures are needed for an accurate descrip- 
tion of the organizational sample? (4) What are the potential factors— 
both structural and environmental—that may affect the lag periods and 
the rapidity of change? 
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: Following several decades of neglect, behavioral scientists have recently 
exhibited a renewed interest in the long-standing question of why employees 
join unions (Brett & Hammer, 1982). Findings indicate that dissatisfaction 
with extrinsic rewards (wages, job security, and supervision) is the primary 
factor associated with employees’ decision to seek union representation. 
On the other hand, few researchers to date have sought to investigate fac- 
tors related to employee voting behavior in union decertification elections. 
Chafetz and Fraser (1979) reported union decertification to be related to 
low wage, unskilled labor, and large local unions. Anderson, Busman, and 
O’ Reilly (1982) reported that the violation of union members’ expectations 
and the inability of the union to deal with management were particularly 
important to the occurrence of decertification activity. 

The scarcity of research on this topic is particularly surprising in light 
of the threefold increase in the number of decertification elections super- 
vised by the National Labor Relations Board (NLRB) during the past decade. 
The purpose of the present study was to investigate the relationship be- 
tween selected demographic and attitudinal variables and employee voting 
behavior in a decertification election. 


Hypotheses 


` Based on earlier research investigating correlates of voting behavior in 
union representation elections and the limited research focusing on decer- 
tification elections, this study tests the following hypotheses: 

Hypothesis 1: -A positive relationship will be found between salary 
and a vote to decertify the union. This hypothesis is based on earlier 
research by Bigoness (1978) documenting a negative relationship be- 
tween salary and vote in favor of union representation. 

Hypothesis 2: A strong positive relationship is predicted between 
perceived union instrumentality and a vote in favor of continued. union 
representation. Earlier research by Hammer and Berman (1981) found 
expected outcomes of a representation election to be the primary deter- 
minant of an individual's voting behavior. 

Hypothesis 3: A favorable attitude toward unions will be positively 
associated with a vote against decertification. Research by Schriesheim 
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(1978) and others has shown a favorable attitudetoward unions to be 
positively correlated with.a vote in favor of union representation. 

Hypothesis 4: Contrary to earlier assessments, dual allegiance to 
employer and union documented by recent research is far from a uni- 
versal phenomenon (Fukami & Larson, 1982). Generally, dual loyalty  . 
has been found to exist only in situations "characterized by a suppor- 
tive labor-management relationship. In the present study the relation- 
ship between the union and the employing organization was regarded, 
for the most part, as supportive. Therefore, it is hypothesized that or- 
ganization commitment will be positively associated with a vote sup- 
porting continued union representation. . 

Hypothesis 5: Extrinsic job satisfaction will be positively correlated 
with a vote against union decertification. On the other hand, intrinsic 

. Job satisfaction will not be significantly related to voting behavior. 

This hypothesis is based on research showing union commitment to 
be correlated with extrinsic satisfaction but not with intrinsic satisfac- | 
tion (Brett & Hammer, ix) 


1 


Method 


Research Setting.. The study was conducted at a public university in the 
southeastern United States with a student enrollment of approximately 
30,000. Four years prior to the present study faculty members of the con- 


. solidated state university system voted to be represented by a faculty union. 


At the time of this representation election the bargaining unit consisted of 
all full time faculty.members within the consolidated university system. 
Many faculty members at the campus at which this study was conducted 


. -expressed dissatisfaction that their campus was included within the con- 


solidated bargaining unit. These faculty members viewed the mission of 
their campus to be unique and different from that of other campuses. 

In 1981, as a result of lobbying efforts within the state legislature, legisla- 
tion.was adopted that granted faculty members at the campus under study 
a *'*window period," during which time they could determine whether or 
not they wished to be represented by the faculty union or be excluded from 
the system-wide bargaining unit. - 

Sample and Procedure. Approximaiely three weeks prior to the decerti- 
fication election the researchers obtained from the university administra- 
tion and the faculty union a list of faculty members included within the 
campus bargaining unit and thereby eligible to vote in the decertification 
:, election. This list consisted of 1,360 full time faculty members from the 
rank of instructor through full professor. From this list a random sample 
of 420 (one-third) was selected to receive the questionnaire. 

The decertification election was held on campus for two consecutive days, 
Wednesday and Thursday. On Friday the questionnaire was mailed to the 
_ 420 randomly selected faculty members. This procedure ensured that ques- 

tionnaires were-received by faculty members the Monday morning after 
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the election had been held. In addition to. receiving the questionnaire each 
faculty member received a stamped, self-addressed return envelope and a 
covering letter explaining the purpose of the study. Participants were assured 
that their responses would remain anonymous and that the findings of the 
study would be available upon request once the data analysis was completed. 

Completed questionnaires were returned by 124 faculty members, result- 
ing in a response rate of 30 percent of those surveyed. Percentages of re- 
spondents in each academic rank were as follows: full professors (29 per- 
cent), associate professors (40 percent), assistant professors (18 percent), 
instructors (7 percent), and other (6 percent). The distributions of academic 
ranks across the entire population at the time of the study were: full pro- 
fessors (42 percent), associate professors (33 percent), assistant professors 
(23 percent), and instructors (2 percent). The distribution of respondents 
across the 10 colleges within the university was quite similar to théir repre- 
sentation within the bargaining unit. Of the respondents, 76 percent were 
tenured, 77 percent were male, the mean age was 44, and the mean academic 
year salary was approximately $23,200. 

Instruments. Job satisfaction. Intrinsic and extrinsic job satisfaction were 
measured by the short form of the Minnesota Satisfaction Questionnaire 
(Weiss, Dawis, England, & Lofquist, 1967). 

Organization commitment. Commitment was measured using a question- 
. naire developed by Porter, Steers, Mowday, and Boulian (1974). Respon- 
. dents were asked to view the university at which they were employed as 
the focal organization in answering this scale. 

Union attitude. A shortened version (10 items) of Uphoff and Dunnette's 
(1956) scale was used to measure the favorableness of participants' attitudes 
toward unions. An abbreviated version of this instrument was used to 
shorten the length of the questionnaire. The 10 items used were the odd 
numbered questions in the original 20-item instrument. 

. Union instrumentality. Union instrumentality was measured by an 8-item 

scale that assessed participants’ perceptions of the extent to which the faculty 
. union had enhanced faculty employment conditioris during the period it 
had represented the faculty. The eight issues included: more academic free- 
dom, tenure procedure improvements, salary increases, improved fringe 
benefits, improved relations between faculty and administration, enhanced 
faculty participation in university decision making. procedures, adequate 
representation of the university faculty within the consolidated university 
system, and improved faculty support systems such as clerical support and 
travel funds. These instrumentality items were selected because they are 
items that are frequently sought by faculty unions during the collective bar- 
gaining process and are job dimensions that are frequently examined and 
discussed by higher educational associations such as the American ASSO- 
ciation. of University Professors. 

Voting behavior. Five response categories were provided: (a) I voted to 
continue to be represented by the faculty union; (b) I voted to discontinue 
being represented by the faculty union; (c) I can't remember how I voted; 


ah 
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(d) I was not a member of the bargaining unit; and (e) I did not vote. Of 
. 124 respondents, 55 voted to continue to be represented by the faculty union, 
57-voted to discontinue being represented by the faculty union, 6 reported 
‘that they did not vote, 3 indicated they were not members of the bargain- 
ing unit, and 3 persons failed to answer the question. A vote to decertify 


. the union was scored a 0 and a vote to retain the union was scored a 1. 


Given the small number of respondents in categories other than the first 
two, it was decided to limit the data analysis to respondents who voted 
either to retain or to decertify the union. This decision resulted in reducing 
‘the usable sample to 112. Faculty participating in the decertification elec- 
tion voted 52 percent to 48 percent to retain the faculty union as their col- 
lectivé bargaining agent. Although the outcome of the election was a nar- 
row victory for the union, respondents to this study’s questionnaire voted 
: 50.9 percent to 49.1 percent in favor of decertification. 
_ The questionnaire requested participants to provide selected demographic 
"information including sex, age, college, academic rank, tenure status, and 
academic year salary. Academic year salary was measured based on nine . 
categories, from ‘‘less than $16,000” to'**$32,000 or more’’ with $2,000 
intervals. The upper and lower ends of the salary categories reflect the aver- 
age salaries for full professors and for assistant professors at the time of 
the election. The average salary of respondents was approximately $23,200. 
Respondents were asked to indicate which of ten listed ini they were 
a member of. . | _ 


Results | 


Given the dichotomous nature of the dependent variable in the present 
study, logit analysis was utilized to analyze the data. Table 1 presents scale 
reliabilities, chi-square statistics between the independent variables and re- 
ported voting behavior, and the logit regression analysis. The regression 
model was highly. significant, X^(10) 2114.73, p<.0001. The coefficient 
of predictive accuracy of the model was 76 percent. Contrary.to the first 
hypothesis, no significant relationship was found between salary and voting 
behavior. Union instrumentality was strongly and positively related with 
a vote. in favor of continued union representation. Similarly, the positive 
relationship between attitude toward unions and voting behavior supports 
the third. hypothesis. The relationships among organization commitment, 
extrinsic and intrinsic job satisfaction, and voting behavior were the reverse 
of that predicted and not significant. ' 

An additional finding of interest in the present study was the stronger 
desire of women faculty members for continued representation by the union. 
Given that women are a minority within most university faculties and that 
research has documented instances of sex discrimination against female pro- 
fessors, : it is plausible that female faculty members m view ' unions asa 
vehicle, to protect them from such discrimination. 
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Table 1 
Logit Analysis of Faculty Voting Behavior" 





Scate . se eri 
` Predictor Variable | Reliability Analysis 8 
Union instrumentality 92 ]1.94*** 4.87*** 
— 6.19** -3.86** 
i 89 3.61 -1.99 
Intrinsic satisfaction .91 3.49 -1.19 
Attitude toward unions .84 3.70* .2.54* 
— 1.24 : 
— .47 -.22 
Extrinsic satisfaction .87 2.63 1.40 
Tenure status? — 1.61: 2.67 
rankd — 1.00 -.82 
8X2 = 114.73, p<.0001 ` 
=l; women = 0, 
cTenured = 1; untenured 
“Fall Professor = 5; possim Professor — 4; Assistant Professor —3; Instructor =2; Other = 1. 
p<. 
**p« 01 
*s*p «. 001 
Discussion 


To some extent the results of the present study are generally consistent 
with earlier studies that investigated correlates of voting behavior in repre- 
sentation elections. For example, consistent with findings by Hammer and 
Berman (1981), perception of union instrumentality was a more powerful 
predictor of employee voting behavior than either personal or work con- 
tent variables. Similarly, the present study supports Schriesheim’s (1978) 
finding that a positive attitude toward unions is related to pro-union voting 
behavior. 

On the other hand, several findings of the present study are inconsistent 
with expectations. Contrary to earlier research (Bigoness, 1978), salary was 
unrelated to voting behavor. Organization commitment and voting for the 
union were inversely, although not significantly, related, suggesting that 
the relationship between the faculty union and the university administra- 
tion was not as positive as suspected. 

Several findings provide additional insight into employee voting behavior 
not found elsewhere. Earlier studies of employee voting behavior in repre- 
sentation elections have consistently shown extrinsic job satisfaction to be 
associated with a vote in favor of union representation and intrinsic job 
satisfaction unrelated to voting behavior. However, results of the present 
study fail to support the relationship between extrinsic job satisfaction and 
voting behavior in a decertification election. Furthermore, these findings 
fail to corroborate earlier research by Bigoness (1978) and Hammer and 
Berman (1981) that reported a positive relationship between job content 
satisfaction and the voting behavior of college and university faculty mem- 
bers in representation elections. 
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Finally, for two reasons a note of caution is warranted in interpreting 
these findings. First, these findings are based on a response rate of 30 per- 
cent of those surveyed. Second, unfortunately, data were not available to 
the researchers on the demographic characteristics of the entire voting group. 
Although it is possible to know the distribution of faculty ranks in the bar- 
gaining unit (from official records), it does not necessarily follow that the 
rank distribution of those who actually voted would be the same. Thus, 
it is not possible to determine if the demographic characteristics of the — 
and the voting population are similar. 
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As with the journals of any enduring discipline, the management jour- 
nals have developed varying images of quality or prestige. These images 
influence a variety of behaviors in the university setting. Faculty perfor- 
mance is assessed, in part, by evaluating their publications in appropriate 
journals. Decisions regarding salary, tenure, and rank are heavily influenced 
by such evaluations. Because such decisions are made by committees and 
administrators outside of the individual's discipline, the content of publi- : 
cations may be less relevant than the images of the journals in which they 
appear. Moreover, the intrinsic merits of journal articles may not become 
apparent until years after their initial publication. For a full comprehen- 
sion of university performance appraisal and reward systems, therefore, 
one must obtain insights into the images of the journals in the various dis- 
ciplines. Thus, one school of thought holds that the professional potency 
of overall departmental faculties and programs may be.measured, in part, 
by their record of publications in the ‘‘best’’ journals (Bazley & Nickolai, 
1975; Weber & Stevenson, 1981). 

Aspiring journal authors, aware of assessment and reward procedures, 
also must concern themselves with this image phenomenon. In formulating 
a manuscript submission strategy, the rational author may well analyze his 
options in line with certain expectancy theory concepts (Vroom, 1964). He 
may ask how achievement of a first level outcome (acceptance of a manu- 
script by a specific journal) will affect the accomplishment of a second level 
outcome (professional status, promotion, tenure, etc.). He also will con- 
sider the probability of acceptance by the alternative journals in his field, 
partially a function of the supply of, and demand for, each journal's pub- 
lication space—that i is, the manuscript acceptance rate. A combination of 
these assessments may lead to a series of rough expected values (estimated 
values times probabilities of acceptance) and thus a manuscript submis- 
sion strategy. 

From a number of perspectives, therefore, the images of the manage- 
ment journals seem of great significance. Those who must assess publica- 
tion performance rely to some extent upon such images to evaluate indi- 
vidual achievements. Individual faculty members, aware of such images, 
pattern manuscript submission strategies accordingly. Other parties exter- 
nal to the university (i.e., those who hire graduates or commission study 
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grants or seek consulting relationships) may base their decisions on records 
of publication in the highest prestige journals, a measure of faculty potency. 
Journal prestige and perceived manuscript acceptance rates have been. 
found to be closely related. Thus, a previous study (Coe & Weinstock, 1969) 
revealed a powerful -.96 coefficient of correlation between management 
journal ratings and their perceived acceptance rates, as seen through the 
eyes of management department chairs at AACSB accredited universities. 
Perhaps, then, the ‘‘best’’ journals are deemed such because they seem most 
selective, most discriminatirig i in their editorial decision processes. Perhaps 
by virtue of their prestige images, they are sent many more manuscripts . 
than are “‘lesser’’ journals. Thus, perceptions of low acceptance rates may 
lead to images of high quality, and vice versa. Whatever the logic, man- | 
agement chairs closely relate their perceptions of journal quality with the 
perceptions of manuscript acceptance rates. 
` . If journal images are indeed as crucial as proposed herein, then attempts 
should be made to study them and to share the findings with interested 
`. publics. Although images are subjective phenomena, they can be forced - 
to the surface for evaluation and for comparison with the images of others. 
They then can provide a basis for rational decision making among authors, 
- university administrators, and committees, and other interested publics. 


. ' To initiate the above processes, this study was undertaken. An earlier study 


‘(Coe & Weinstock, 1969) provides comparative data for indications of the © 
stability of such images. - 

l - Questionnaires were sent to management department said (heads, co- 
ordinators, etc.) at 188 AACSB accredited institutions. Of these, 114 (60 
percent) usable responses were received. Of-the responding institutions, 40 
offer the doctorate in business-or management, and 112 offer the master’s 
degree. The questionnaire was designed to obtain ratings by management 
chairs of selected management journals and to elicit estimations of the manu- 
Script REPADCE rates for these journals. 


Journal Ratings 


Management chairs were EN to rate the aaa ofan author whose 

-article appears in one of a list of 16 journals that carry management ar- 
ticles. The scoring system assigned a 9 for highest achievement by an author 
to 0 for lowest achievement. Thus, the respondent was asked to evaluate 
the merit, quality, or prestige of the journal, rather than the substance and 
treatment of the article. 

.Mean ratings for journals (Table 1) indicate that the Administrative Sci- 
ence Quarterly ranks highest, with the Academy of Management Journal 
so close in second that the difference (.1) is not statistically significant. The . 
_ mean ratings were generally slightly higher throughout the list in 1982 than 

in 1968. The only journals whose mean ratings have fallen in the interim 
are the Harvard Business Review and the Journal of Business. Both are 
general business journals, rather than dedicated specifically to articles in 
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Table 1 
Achievement Ratings for Selected J ournals* 


1982 Achievement 1968 Achievement: 
Ratings? l 


Ratings 
` . Standard Standard 
Journal Means Peviarnon Means Deviation ` 
Administrative Science Quarterly 8.1 1.5 7.5 1.9 . 
jer of Management Journal 8.0 1.3 6.9 . 2.1. 
i Review 7.8 1.5 8.2 1.5 
Science i 7.6 1.6 7.5 1.6 
Operations Research 7.4 1.5 7.4 - 1.5 
Academy of Management Review 7.3 . 1.6 n.a. n.a.. 
Industrial and Labor Relations Review 6.9 1.5 -6.4 1.8 
Calif cw 6.7 1.8. 6.6 1.9 
Journal of Business 6.6 1.8. 7A 2.1 
ee Planning 5.7 1.7 n.a. na. 
Journal of Systems Management 5.6 1.6 n.a. n.à. 
5.4 1.7 5.2 2.0 
2 SS E 4.7 22^ 
Systems and. Procedures Journal Si. ` 1.6 4.7 2.0 
Journal of Purchasing Materials n "E He ty a 


are from 9 for highest achievement for the author of an article appearing in that journal 

eo ter ieee einen. 
bStatistical tests of the differences between means find that differences of .2 or less are not statis- 
tically significant, differences of ee ee soy mr aca and differences 


of .4 or more are significant at the 95 percent or higher co 
na.: Not included in the 1968 study or did not exist at that time. ~ 


the management discipline. Management chairs’ ratings of specific jour- 
nals seem to bé gradually converging. Standard deviations declined for the 
ratings of 9 of the 13 journals included in both studies; the other 4 remain 
essentially unchanged. Aside from these noted shifts, journal ratings and 
rankings have been rather stable over the 14-year period. 

Because not all of the important journals could be listed in a manage- 
able questionnaire, respondents were requested to supplement the list with 
additional journals that would reflect high achievement for management 
authors. Management chairs mentioned 60 additional journals. The two 
mentioned most frequently by far were Organizational Behavior and Human 
Performance (22 responses) and the Journal of Applied Psychology (21 
responses). Comments accompanying these responses indicate extremely 
high achievement ratings for articles in these journals. Other journals men- 
tioned, in order of frequency, were Decision Sciences (12), Personnel Psy- 
chology (11), Sloan Management Review (9), Organizational Dynamics (8), 
and the Journal of Operations Management (7). 

Several respondents suggested whole categories of journals, such as those 
in strategic management, psychology, sociology, decision theory, and op- 
erations research. There often appeared a pattern to these references, some 
being all or largely behavioral, others decision/operations oriented, and 
so on. The respondent's own field of specialization probably accounts for 
much of his/her supplementary references and, s BEHIEpS, ratings of indi- 
vidual journals. 
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. Of cni importance to scholarly —Ó are the probabilities that 
submitted manuscripts. will be accepted by the appropriate journal. An 
awareness of. journal acceptance rates, as well as journal prestige ratings, 
should be useful in deriving a strategy for sequencing submissions for a 
manuscript. Such information also would appear to be of value to admin- 
istrators who must evaluate the achievements of their colleagues as authors. 

The 1968 study, nevertheless, found that management department chairs 
were not especially well informed concerning journal acceptance rates. There 
was a marked tendency to overestimate the acceptance rates of most listed 
journals. Moreover, there was virtually no correlation (.04) between per- 
ceived and actual acceptance rates. Often management chairs apparently 
were misled by a natural propensity to inversely correlate (-.96) imputed 
journal prestige with acceptance rates. . 

The 1982 responses reflect similar perceptual distortions. The tendency 
to overestimate acceptance rates persists, with perceived acceptance rates 
exceeding the actual for 13 of the 16 listed journals. As column 1 of Table - 
2 testifies, the responses again indicate a strong negative coefficient of cor- 
relation (-.95) between journals’ imputed prestige or quality. and their 
perceived acceptance rates. The coefficient of correlation between imputed 





Table 2 
. Perceived and Actual Acceptance Rates! 
(For Unsolicited Manuscripts) 
.  -1982. 1968 
_ Perceived Actual Perceived Actual 
f Acceptance Acceptance Acceptance Acceptance 
Journals> Rates (%) Rates (%) _ Rates (%) Rates (%) 
Administrative Science Quarterly 17.2 «10 24 |». 10- 
D o! i, Snr 18.7 15 43 ve lo us 
Harvard Business Revi 15.4 «10 |. 18 10 
Management Science 19.8- -- 15 31 40 
Operations Research -20.0 10 -30 30 
Academy of Management 22.5 18 n.a. n.a. 
Industrial and Labor Relations 23.2 18 40 27 
California Management Review 24.4 <10 29 25 
Journal of Business 24.9 10 26 15 
Long Planning 31.7 25 n.a. n.a. 
Journal of Systems Management 31.9 45 n.a. n.a. 
32.6 .. 25 18 20 
342 15 47 10 
and Procedures Journal 34.4. - 33 48 50 
Journal of Purchasing and Materials - i 
, 3 36.0 45 35 \ 55 
Supervisory Management :39.6 25 57 10 
instances: aan scan ta ware ded ran Cab (I Those not included 


 bListed in rank order of journal ratings highest to lowest. 
‘For purposes o ciclo, 10 i founded to 10 
- n.a.: Journal not studied or did not exist in 1968. 
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prestige and reported acceptance rates (Cabell, 1981) is a much lower -.59. 
- [llustrative of deviations from the perceived relationship are Administra- 
tive Management and Supervisory Management, both of which are reported 
to have much lower acceptance rates than prestige would predict. The Cali- 
fornia Management Review and the Journal of Business, ranked numbers 
8 and 9 in authorial achievement, report among the lowest acceptance rates 
among the 16 listed journals. 

The range of acceptance rate estimates for each journal tends to be quite 
large. For example, the low estimate for the Administrative Science Quar- 
terly is 5 percent; the high estimate is 60 percent. The low-high estimates 
for the Academy of Management Journal are 5 percent . and 50 percent. 
There does appear to be a substantial improvement in the coefficient of 
correlation between perceived and actual acceptance rates, rising from .04 
in 1968 to .58 in 1982. It should be noted, however, that 30.of the 114 re- 

spondents refused to estimate acceptance rates, several stating that they 
^ “have no idea,” or ‘‘have no basis for estimation,” or the like. 

Some management chairs have perceptions of journal acceptance rates 
that diverge sharply from reality and from the perceptions of other chairs. 
For example, the mean actual acceptance rate for the 16 listed journals is 
20.6 percent. The lowest mean estimate by a department chair for the same 
list is 6.9. percent. The highest mean estimate of acceptance rates for those 
journals is 56.9 percent. Such administrators evidently apply entirely dis- 
parate frames of reference when evaluating articles authored by their col- 
leagues. 

Perhaps one explanation for the tendency to overestimate acceptance rates 
is that the rates are falling over time. This decline in acceptance rates is 
particularly noticeable among the highest rated journals. Perceived nage 
tance rates (which also are falling) may simply lag changes in reality. Of 
course, another implication of this decline in acceptance rates is an increas- 
ing competition among scholars for space in the ‘“‘best”’ journals. Evidently 
the growth of the management discipline and the general increase in em- 
phasis on publication have generated an expanding flow of manuscripts 
to the major journals. A greater proportion must be rejected; and accep- 

tance may be more of an achievement than before. 


Summary and Conclusions . 


Only a few notable changes in journal ratings have occurred since 1968. 
Management department chairs still rate an article appearing in the Ad- 
ministrative Science Quarterly as the highest achievement by a management 
author, among listed journals. The Academy of Management Journal ranks 
a very close second, having risen most sharply i in the eyes of management 
chairs. There has occurred a slight general improvement in the ratings of 
the listed management journals, but the two general business journals’ 
ratings have fallen slightly. Declining dispersions around mean ratings. in- 
dicate increasing concurrence among management chairs concerning. indi- 
vidual journals. 
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Those who must evaluate the achievements of journal article authors may 
find it useful to be well informed of journal acceptance rates. There still 
is a tendency to overestimate journal acceptance rates, and.still a tendency - 
to assume a reliable inverse correlation between imputed journal prestige 
ratings and acceptance rates. Evidently it is not as easy to “‘crack’’ most 
major. management journals as many chairs think; and that inverse corre- 
lation results from a substantial scatter in the scatter diagram. Major jour- 
nals’. acceptance rates have been falling over the past 14 years, and percep- 
tions must continue to adjust to this changing reality. It probably is time 
for data, such as that contained in this study and in ee (1981) direc- 
tory, to replace subjective estimations. 

The declining acceptance rates for the major management journals have 
several implications. The most direct is the growing experience of frustra- 
tion and psychological failure among aspiring authors. A more encourag- 
ing consequence is the recent proliferation of management journals. This 
growth is accompanied by increasing differentiation, providing a greater 

capacity to accommodate manuscripts over a wider span of topics.and treat- 
ments. Illustrations include several new. journals i in the policy/strategy dis- 
cipline; also the recent introduction of the Academy of Management Review, 
dedicated to the generation of hypotheses and conceptual frameworks, rather | 
than the empirical testing thereof, as emphasized i in the Academy of dia 
agement. Journal. ` 

An issue that merits further study is the very concept of journal quality 
:or prestige. What criteria are being applied by those who assess the jour- 
nals? Do such criteria carry different weights at different types of institu- 
tions (i.e., those with and without doctoral programs)? Criteria for rating 
the journals might include: (1) prestige of the university with which the jour- 
nal is affiliated; (2) prestige of the professional organization with which 
the journal is affiliated; (3) perceived rigor and relevance of contents; 
(4) reputation of the editor or editorial board; ©) age of the Joumal (6) pes 
ceived acceptance rates of the journal. 7 | 

The journal ratings and perceptions reported in ‘this uy reflect the per- 
spectives of management department administrators at AACSB accredited 
institutions. Although this group of respondents seems to provide.an.ap- 
propriate combination of knowledge and administrative concern, the views 
of other publics also should be studied. Of particular relevance are the per- - 
ceptions of research-oriented professors: those whose personal goals and 
professional roles require a continuing record of journal publication. Man- 
agement practitioners, another possible set of respondents, probably would 
report quite different images of thé management journals than do man- 
agement professors and chairs. Not totally irrelevant are perspectives of 
the management journals by academics in related disciplines, to reflect the 
reactions of tenure and promotion committees or school-level administrators 
to publication records. | "VOD MK.) 
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. PERCEPTIONS OF 
SOCIALLY RESPONSIBLE ACTIVITIES AND ATTITUDES: 
A COMPARISON OF BUSINESS SCHOOL DEANS: | 
AND CORPORATE: CHIEF EXECUTIVES! 


ROBERT FORD n | 
University of Alabama, Birmingham . ' 
FRANK McLAUGHLIN ^ ` | 
University of North Florida 


The responsibility of business to its fud social system has generated 
a great deal.of discussion and writings. One useful area of research has 
focused on identifying and studying groups of people who are what could 
. be termed ‘‘stakeholders”’ in the business sector. These are individuals who 
-have some relationship with or influence on the leadership of large corpo- 
rations and include suppliers, customers, politicians, nonpolicymaking em- 
ployees, educators, and the general public. Research in this area includes 
many general models that have been developed as conceptual frameworks 
for understanding the relationships. between business and its larger envi- 
ronment (Fitch, 1976; Sethe, 1979; Zenisek, 1979). Most are based on the 
premise that because the organization fits within a general societal frame- 
work, the identification and consideration of these stakeholders’ beliefs 
must be considered as part of the philosophy and practice of corporate social 
responsibility. 


“The authors wish to thank Keith Davis for his kindness in reviewing the wording used in the third 
section of the questionnaire used in this study. 
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The amount of empirical research on the topic of social responsibility _ 


is not great (Arlow & Gannon, 1982). In the area of specific stakeholders, 

the research is limited to a very few of the many possible groups that could ~ 
be influential on corporate decision makers. Ostlund (1977) compared the 
attitudes toward social responsibility expressed by corporate policy makers 
with those of a group of operating level managers. A more elaborate in- 
vestigation by Sonnenfeld (1981a) covered several external groups. : 

-A major group of external stakeholders is deans of collegiate schools 
of business. Because they lead institutions responsible for training future 
business managers as well as providing counsel to present corporate leaders, 
they collectively have shown a great interest in corporate social responsi- 
bility. The American Assembly of Collegiate Schools of Business (AACSB) 
has sponsored a number of programs, beginning as early as 1970 (Ling, 
1970), in which it has sought to define the relationship of business to its 
social system and the way in which this topic of social responsibility should 
be taught. Buchholz (1979) conducted an empirical assessment of the busi- 
ness and society educational programs' éxtent and topic coverage. The results 
of these studies and related discussions formed the focus of conferences 
in 1980 (Preston, 1980) and in 1981 (Epstein & Preston, 1982). 


"Jj 


Purpose : 


The purpose of this PN was to compare Sé perceptions about corpo- 
rate social responsibility of top corporate executives with the perceptions 
of an important external stakeholder group, business school deans. More 
specifically, this study sought to determine whether or not business leaders 
and business educators are in agreement as to what practices are evidence’. 
of socially responsible behavior, how intensely these activities are being. 
supported by business leaders, and what arguments for and against the ac- 
ceptance of corporate social responsibility have merit. The expectation was . 
that a difference would exist in the intensity of perceived support for various 
socially responsible activities, but that the rankings of importance of these 
activities would be similar for both groups. The difference in intensity of 
support between the two groups may be based on the information available 
to eàch, the frame of reference i in which specific actions are perceived, and 
other forms of role bias. 

An article by Dearborne and Simon (1 958) and a more recent work by 
Sonnenféld (1981b) suggest that role bias may be. the major contributor 
to differences in perceptions between top corporate officials and other stake- 
holders.on how well business is performing in the social responsibility area. 
Sonnenfeld's work suggests that without other information, an executive's 
role bias will direct his or her behavior. In distinguishing among situational 


> attributes in a study of price fixing, he found that.the corporate groups 


distant from the pressures of the marketplace would tend to attribute il- 
legal price fixing behavior to the morals and ethical standards cf the peo- 
ple involved but those close to the situation would attribute the illegal 


a 
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behaviors to the pressure of the situation. The importance of this concept 
to social responsibility is in predicting the attitudes of corporate executives 
and distinguishing them from those of stakeholders. The executives mak- - 
ing the decisions are in the middle ofthe action and, by the nature of their 
role bias, could be expected to see the level of activity in social responsibil- 
ity in a different way from those external to the organization. Although 
Ostlund's study found no role bias internal to the organization, there is 
no reason to believe that role bias would not exist in a comparison of the 
beliefs of top corporate officials with the beliefs of external. stakeholders. 
This study seeks to determine the extent of this difference. 


Method 


A three-part questionnaire was developed arid field. tested as a means 
of gathering data for this project. The questionnaire was sent to 700 ran- 
domly selected chief executive officers listed in the Reference Book of Cor- 
porate Management (1981) and to 420 deans of collegiate business schools 
that are members of the AACSB. All questionnaires were mailed with a 
cover letter and a self-addressed return envelope. All replies were anony- 
mous. Usable replies were received from 203 deans and 116 CEOs, which 
yielded response rates of 48 percent and 17 percent, respectively. 

It is possible that response bias could have been introduced into the study. 
In other words, those who have a strong belief in corporate social respon- 
sibility may have been more inclined to return the questionnaire than those 
who do not. The possibility of this problem is pointed out, but there is 
no evidence to support it and reasonable precautions were taken to guard 
J against it. Comparisons were made between characteristics of the respon- 
dents and characteristics of the population. The results show no evidence 
of response bias. For example, 33-percent of the respondents lived in the 
Northeast, 22 percent in the South, 29 percent in tlie Midwest, and 16 per- 
cent in the West. The corresponding figures for the total sample were 30 
percent, 21 percent, 33 percent, and 16 percent. Similar comparisons were 
made for age and type of industry. In addition, the responses were divided 
into two groups; the first one-half received and the second one-half received. - 
In general, no-differences were observed between early and late respon- 
dents indicative of response bias. 

The questionnaire was divided into.three parts. The first part asked for 
background information about the respondent and the corporation or busi- 
ness school that he or she headed. This included personal items such as 
age, length of time in present job and with present employer, and academic 
background. For corporations, items included age of company, location, 
industry, and type of market in which the. firm competed. For business 
schools, information was requested on location, age of institution, age of 
business school, and status of AACSB accreditation. 

Part two of thé questionnaire asked the respondent to indicate the degree 
to which he or she believed that the nation" S business many supported 


s 
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15 separate activities commonly associated with the practice of social re- 
sponsibility. Activities included items such as support for higher educa- 
tion, support for charitable and philanthropic organizations, and support 
. for environmental protection laws. The 15.items selected were those activ- 
ities that are most frequently listed as representing examples of the prac- 
tice of corporate social responsibility (Committee for Economic Develop- 
ment, 1971; Corson &Steiner, 1974; Eilbrit & Parket, 1973; Holmes, 1977; 

Ostlund, 1977). Each activity had three 5-point scales associated with it. 

The first scale asked for an indication of the degree of support believed 
given.to that activity five years-ago. The second asked for the degree to 
which the respondent believed that the activity is supported today, and the 
third. asked for an indication of what he or she believed would likely be 


- the level of support five years from now. 


The third part of the questionnaire consisted of 22 statements taken from 
Keith Davis’ (1973) classic article on social responsibility. The format, similar 
to that used by Ostlund (1977), utilized philosophical statements such as 
‘Responsible corporate behavior can be in the best economic interest of 
- the stockholders” or "If social programs add to business costs, it will make 
businéss uncompetitive in international trade" to.represent argument for 
and against corporate acceptance of social responsibility. The respondents 
were asked to indicate on a 5-point scale the degree to. which they agreed 
or disagreed with thé particular argument. The questionnaire was field tested 
for readability, interpretation, and "v 


Results 


Arguments for and Against Corporate Social Responsibility. Table 1 pre- 
sents 11 statements representing the major arguments for business assump- - 
tion of corporate social responsibility; statements presenting contrary ar- 
guments are given in Table 2. The questions used a Likert-type 5-point scale. 
There also was a ‘‘don’t know” response for each activity. Thus, the re- 
sponses were dichotomized as in a procedure suggested by Edwards (1957). 
. - The responses in Table 1 were analyzed by calculating the percentage 

of respondents who indicated mild or strong agreement with a statement. 
A similar procedure was used with the contrary statements in Table 2. Here, 
the numbers represent the percentage of respondents who indicated mild 
or strong disagreement with a statement. A chi-square test was used to deter- 
mine if there was.a significant difference between the responses of the deans 
and the responses of the CEOs for each statement. Other statistical tests 
were.conducted to make sure that the method of testing did not alter the 
tenor of the conclusions drawn. The tests used were: (1) a chi-square test 
. without combining the data (that is, leaving a 5-point scale), (b) a t-test 
for the difference between means where each response was scored from 
. 1 to.5, and (c) atest of difference of proportions. Although there were - 
a few differences, there was great consistency of results..It appears that 
- the method of testing did not affect the major thrust and direction of the 
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Table 1 
Agreement with Statements 
for Corporate Acceptance of Social Responsibility 


Total Percentage 
of Agree Strongty 
and Mildly Agree 
Statements CEOs Deans 
Responsible corporate behavior can be in the best economic interest of the stock- QN p 
Efficlent production of goods ard services is no longer the only thing society cr- 
Lege legi eM 88.8 92.1 
run success of business depends on its ability to understand that it is part LM 
a larger society and to behave accordingly. 87.0 86.1 
invalremen Dy bu Bingo its community’s quality of life will also n es 
A business that snifies ro capture a favorable public image will have fo alioi l 
it is socially responsible. . 77.6 76.2 
Social lems such as pollution control sometimes can be solved in ways that 
profits from the problem solution. 71.9 75.6 
If busi is more socially responsible, it will discourage additional regulation 
of the economic system. by government. 70.7 68.3 
bn ies doting wi pe piena Rr tent fiad itself increasing- 
dise cease do sir e be unable to perform - 3 Por 


its primary business tasks. 
The idea of social res is needed to balance corporate power and dis- l 
courage Snir 36.5 55.0* 
Other social institutions have failed in solving social problems so business should : 


try. 

Since businesses have such a substantial amount of s managerial and finan- 
cial resources, they should be expected to solve problems. 16.6. . 31.8* 
*p s.05, chi-square with one degree of freedom. 


conclusions drawn. À comparison of the results obtained using different 
testing procedures is available from the authors. 

Taken together, the items in Tables 1 and 2 represent a variety of philo-. 
sophical positions.: Responses to the statements may reveal one or more 
reasons that CEOs or deans may have in viewing the proper role between 
business and society and perhaps may lend insight into their perceptions 
of levels of commitment to the various socially responsible activities. 

Table 1 shows significant differences:for only 2 of the 11 statements rep- 
resenting arguments for business assumption of social responsibility. The 
deans agreed much more frequently than did the CEOs that ‘‘the idea of 
social responsibility is needed to balance corporate power and discourage 
irresponsible behavior” and that ''since business has such a substantial: 
amount of society's managerial and financial resources, they should be ex- 
pected to solve social problems.’’ Apparently, there is less acceptance of 
corporate power by the deans than by those who actually have it. There 
is also a far stronger feeling by deans that resources are available in business 
to resolve social problems than the managers of those resources themselves 
believe exist. 

Table 2 presents arguments against corporate PENE R of saci re- 
sponsibility along with the percentages of deans and CEOs who mildly or 
strongly disagree with. the arguments. There is less agreement between the 
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É Table 2 
- “Disagreement with Statements © 
Against Corporate Acrepumee of Social Responsibility 








Total Percentage 
of Mildly  . 
Disagree and 
| Statements CEOs Deans 
das too xdi sodal power end should not engage n socii a 
Gees legte rides l 77.0% 73.1% 
If business does become so involved, it-will create so much friction among 
ies that it will be unable to perform its economic mission 69.3 77.2 
A firm that f can obtain a competitive advantage over EC 
_ Afirmthat does not. ^ ts : 7 : ai 69.3 44.1* 
` Involvement in socially re le activities threatens business by diverting time M 
and money away from its primary business pui : : 68.1 60.9 
It is to to participate in social activities where there is no 
way to hold it accountable for its actions. 67.6 67.0 
: Business is most socially responsive when it attends strictly to its economic inter- i oe 
ests and leaves social activities to social institutions 64.7 57.4 
Business leaders are trained to manage economic institutions and nòt to work ef- es 
fectively on social issues - 60.5 49.5* 
Business will become uncompetitive if it commits many economic resources to 15d 423 
iam had arene | tö business costs it will make business uncompetitive in M 
- internati trade. 44.7 33.8* 
Business will participate more actively in social responsibility in prosperous eco- 
nomic times 24.6 9.0* 


than in recession. l - i 
Consumers and the general public will bear the costs of business social involve- 
me ccena MM OE UOTE tis 


EIS iisque with one degree of eedan, 


two groups of jestondena on fede statements than harés was on the pre- 
-vious set (Table 1); statistically: significant differences were observed for 
five arguments. Deans were less inclined to disagree with the statements, 
“Business will participate more actively in social responsibility in prosperous 
economic times than in recession’? and **Consumers and the general public 
will bear the cost. of business social involvement because business will pass 
these costs along through the pricing structure."' These statements reflect 
the classic economic assumption that social- responsibility costs are addi- 
' tional product costs. Deans seem to have a stronger acceptance of the rele- 
vance of this economic model to socially responsible behavior than do the 
CEOs. Similarly, deans disagreed less frequently than CEOs that '*A firm 
that ignores social responsibility can obtain a competitive advantage over 
a firm that does not’’ and **Hf social programs add to business costs it will 
make business uncompetitive in international trade. p Finally, the CEOs - 
have a higher level of optimism about their ability to manage these kinds 
of issues as effectively as economic ones than do the deans. r 
Overall, the two groups seem to agree on the major arguments for prac- 
ticing social responsibility. Disagreements arise over perceptions of resource 
. costs for conducting these activities and perceptions of the ability of business 
to make good decisions in social —— practices. 
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Table 3 
Degree to Which Nation’s Business Community Supports 
Socially Responsible Activities Over Time: 
Chief Executive Officers Versus Deans of Business Schools 





Was Five Will Be in 
Years Ago Is Now - Five Years 
Corporate Support for CEO Dean CEO Dean CEO Dean 
Higher education Mens ' 49.15 20.5%" 65.6% 29. af" 72.2% 50.8%" 
Ethical practice codes 48.7  12.8* 70.8 | 35.0* 74.8 — 47.4* 
Minority hiring and training : . 34:5  21.6*. 52.6  333* 63.2  27.8* 
Charitable and philanthropic - 28.4 . 23.7 560  27.1* 71.1 33.7* 
Pollution control ` : 24.6 .6.0* ‘31.6 — 14.4* 39.3  18.8* 
Quality of work life program 22.6 .11.2% | 47.8  228.4* 75.7 | 61.6* 
Building and ground beautification 22.3 13.7" . 330  18.5* 36.7 | 25.6* 
Environmental on laws 20.2 .3.5* ' 26.1 8.1* 31.5 `>- 18.2* 
Community renewal and revitalization 18.9 | 9.3* 30.4.- 16.1* 43.1  22.0* 
Arts and cultural 17.2 20.9 32.8 28.9 51.3  36.9* 
Handicap hiring and training 13.9 4.6* - 28.1  142* 42.3 16.1* 
rity business 11.7 7.2 17.0  . 8.6* 22.9 8.9* 
Political action committee 11.3 18.4 40.0 41.8 60.7 54.6 
Consumer protection laws 10.4° 6.5 15.7 9.5 20.5 13.0 
Executive loan to governments 9.3 10.0 14.8 11.6 22.9 19.1 


"All numbers represent the percentage of respondents indicating considerable or extensive suppor 
for an activity, 
*ps.05, RETENIR eee, 


Intensity of Corina Table 3 presents the 15 activities commonly 
-associated with the practice of social responsibility along with the percent- 
: age of CEOs and deans who indicated considerable or extensive corporate 
support for an activity. Chi-square tests were again used to determine if 
there was.a significant difference between the responses of the deans and 
CEOs. A majority of items showed statistically significant differences at 
the .05 level when using a corrected chi-square with one degree of freedom. 
^ Despite the similarity of the rank orderings, there are differences between 
the deans' and chief executives' beliefs about the intensity of support for 
these activities. Of the 45 comparisons spanning the three time periods, 
less than one third showed no significant difference in the way these two 
_ groups. viewed corporate commitment to those socially responsible activities. 
No differences in perceived intensity of support were observed for any.time 
périod for political action committees, consumer protection laws, and ex- 
ecutive loans to government. No difference in perceived intensity of sup- 
port was observed for charitable and philanthropic, arts and cultural, and 
minority business activities five years ago and arts.and cultural activities 
today. In general, the deans perceive a substantially lesser degree of cor- 
porate support for socially responsible activities in each time period than 
do the CEOs. Although both groups see increasing corporate commitments 
to these activities over time, the deans do not see as iun improvement 
in support for the activities as do the CEOs.. | 
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Conclusions 


Both deans and CEOs recognize very similar priorities for socially re- 
sponsible activities, with the CEOs having the more sanguine viewpoint. 
In addition, there appears to. be a more skeptical perspective among the 
deans than the CEOs in their statements about the basis of support for 
social responsibility. 

The conclusion about intensity of support identified something rather 
counterintuitive: pragmatic and pessimistic academics versus idealistic and 
optimistic business executives. A number of plausible reasons can be pro- 
posed to explain the differences in levels of beliefs between the two groups. 
Perhaps the most obvious is role bias. The responses across all three sec- 
tions of the questionnaire are consistent with a belief by business leaders 
that they participate a great deal in socially responsible activities. The deans, 
- on the other hand, are assessing participation on a different scale. They 
believe that corporate participation in these activities is considerably less. 
In some cases, the differences are startling. The obvious differences in per- 
ceptions between the people making decisions about allocations of society' S 
resources and those training these decision makers. make this a rather im- 
portant direction for further research. 

The second aspect of this finding is more positive. Although there are 
disagreements over level of support and some of the reasons for that sup- 
. port, there is a reassuringly high degree of consensus about what activities 
have and should have priority in the commitment of. resources to social 
responsibility. This level of agreement not only is presently strong, but it 
gets stronger as business decision makers and deans look five years into 
the future. Apparently the perceptual gap found between these two groups 
in determining levels of support to these activities has not interefered with 
their reaching a consensus on the activities to which those resources should 
be committed. 

The arguments for and against corporate acceptance of social responsi- 
bility also indicate the less optimistic and perhaps cynical view that deans 
have of business behavior. They were less accepting of corporate power 
and more sensitive to the costs of the business than were the CEOs. ‘There 
is a far stronger belief by deans that the resources are available in business 
to resolve social problems, but it is the CEOs who have the higher level 
of optimism about their ability to manage those kinds of resources. 

A final conclusion is that more research needs to be done. Although this 
conclusion frequently is used as an all-purpose cover in case something is 
missed, there is more immediacy to this statement here. The literature on 
social responsibility seems to be developing a certain smugness as to the 
degree to which agreement has been reached and disseminated on the defini- 
tion of social responsibility. The results of this study could be interpreted 
as seriously questioning the degree of consensus between internal corporate 
executives and one of the many important groups-of external stakeholders. 
It is entirely possible that the two responding groups had a different model 


674 Academy of Management Journal September | 


of social responsibility, what it looks like, and how it operates in their minds 
as they answered these questions. Research should be expanded to include 
other groups of stakeholders to determine if a similar lack of consensus 
exists. If so, patterns should emerge that will allow a better understanding 
of these differences. 
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` Editorial Comment 


Ending a term as editor of the Joumal One is pud b. 
tifical stance, to propose directions for research and publication. The temp- 
tation is present in the available. podium and strengthened by a desire to 
unburden oneself of irritations and. frustrations which have accumulated - 
over the editorial term. Apart from the purgative effect, it is doubtful that. 
much else would be accomplished, however. | 

Balancing the irritations, one is tempted to seek credit for €" has been 


i 


- accomplished during one's term and to exaggerate those accomplishments. 


In my opinion, the Journal has, during the last three years, continued to 
- build upon the solid base established in earlier years. That base was sub- 
‘stantial and has niade it easier to continue development of a first-rate re- 


- , search journal. That basis of devotion to quality scholarship provided an: 


opportunity, and realization of the opportunity was made possible by you, 
the members of the Academy, serving in roles of reviewers and authors. 

` Reviewers deserve special thanks for their guidance to authors. One tends 
to cast reviewers as “gate-keepers,” but our reviewers have contributed con- 
siderably as colleagues advising authors on improved research design and. 
presentation. Without quality reviewers worthy of trust, an editor i is helpless. 
I am proud of our reviewers. | 

Finally, members active in scholarship are vital. A flow of manuscripts 
presenting exciting research is crucial to any research publication. Any im- 
provement in quality of publication is ultimately dependent upon the quality 
of submissions. Yes, the continuing improvement.of the scholarship presented ` 
_in the Journal is ultimately dependent upon you, the scholars. The irrita- 
tions of editorship fade into insignificance when one reflects upon the con- 
tinuing swell of quality research submissions. I am proud of your continued 
record of scholarship; the Academy has justifiably earned an enviable reputa- . 
tion for scholarly research. 

For the record, statistics summarizing the Past three years of the Journal 
. are presented below. E | 


=i . `o Manuscripts ` Rejected . Revision Accepied . Review 
ea .206 (0 172 (83%) 7 27 0 * 
1982 _ 449 352 (78%) 23 - 74 0 
1983 ss 458) 378 (83%) -2%6 ^54 0 
1984 (1/01/84-10/17/84) 290. | . 240(83%) © 4 ^ 5. 2 
1981-1984. Total 1,403 1,142 (81%) 101 158 2 


| lam Soud of the last three vesmicoprodd of the review board, proud | 
of the authors, and proud of the more numerous submitters of papers. While 
- there are many possible suggestions for improvement, empirical research 
in the Academy is alive and — I am proud of my association with 
this research effort. | 
T. M. 
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© The Relationships Ar mong 
Beliefs, Organizational Position, 
and Whistle-Blowing Status: 

A Discriminant Analysis’ 


MARCIA PARMERLEE MICELI 
Ohio State University 

* JANET P. NEAR 

Indiana University 


Survey CULA a andom Soie of 8,500 employees 


were examined to determine whether persons who report 


.. perceived organizational wrongdoing differ from other 

` - employees as to their beliefs about organizational condi- 

- tions and their organizational positions. Distinct profiles 

of whistle-blowers, observers of wrongdoing who do not 
TES ` au and nonobservers, emerged. 


Many journalists have recently reported that a large auto o PES 


. is embroiled in a dispute with consumers and government attorneys. The: 
, dispute concerns the safety of the brake design built into millions of its auto- ` 


mobiles. Those opposing the design allege that drivers and passengers are 
seriously endangered each time they.ride in these autos, and that the auto- 

maker knowingly marketed the cars without modification. If they are suc- 
` cessful, the automaker will be forced to recall and repair. each auto; pay 
millions of dollars i in attorneys' and claimants' fees and reimbursements; 
. and suffer a loss in consumer esteem at.a time when goodwill is critical 
to its recovery from recent adverse business conditions. If the complainants’ 


‘allegations are true, then other losses as a result of this organizational wrong- 


doing may include the human suffering of injured individuals and their :‘fam- 
ilies. Presumably, had a member of the auto manufacturing organization 
complained. about the brake design, and had corrective action been n taken, 
such costs could: have been reduced or avoided. - | 





1 , . ^ 
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Clearly, such cases are serious. and worthy of study even if they occur 
. infrequently. Understanding and, ultimately, controlling such events is an 
- even more important goal if they occur frequently. Whether organizational 
wrongdoing i is prevalent or increasing in frequency of occurrence, however, 
is debatable. Reliable data do not. exist, for several reasons. Individuals dif- 
fer in their perceptions of what constitutes wrongdoing, and some incidents 
of wrongdoing may go unnoticed by the public or by researchers. As an 
illustration, a recent series of reports appearing in the Wall Street Journal 
(Ricklefs, 1983) focused on two Gallup polls of executives and the general 
public. The results indicated that there was substantial disagreement as to 
the incidence of certain activities that the pollsters considered to be of ques- 
tionable ethics, and disagreement concerning the rise or decline of ethical 
standards in business also was apparent. | 

Even if agreement on the nature and incidence of an activity exists—that 
is, the act is clearly illegal—it is difficult to compare the number and type 
of illegal activities because laws can differ from state to state and they change © 
over time. However, there is evidence that the incidence of lawsuits filed 
by employees against their employers is increasing dramatically (Ewing, 1983) 
and that many states are now enacting legislation designed to protect whistle- 
blowers (Malin, 1983). Thus the issue of whistle-blowing should be of great 
interest to observers of organizations and their members. 

Researchers’ interest in organizational politics in general, and whistle- 
blowing in particular, has increased in recent years (Farrell & Petersen, 1982). 
Whistle-blowing has been investigated by such diverse groups as academi- 
cians, journalists, the federal goverment, “public watchdogs,” attorneys, and 
others (Ewing, 1983; Malin, 1983; Nader, Petkas, &.Blackwell, 1972; Per- 
rucci, Anderson, Schendel, & Trachtman, 1980; Peters & Branch, 1972; Wein- 
stein, 1979; Westin, 1980). Most previous investigations have consisted pri- 
marily of compilations of anecdotal information or interviews with whistle- 
blowers who have made their complaints public. 

Attempts to identify experiences and characteristics common to whistle- 
blowers have been limited (Brabeck, 1984; Hoyman & Stallworth, 1982; Near 
& Jensen, 1983: Near, Miceli, & Jensen, 1983; Parmerlee, Near, & Jensen, 
1982). These studies may have increased the understanding of what whistle- 
blowers believe they: experience following their complaints, but still little 
is known about why certain individuals obsérve wrongdoing and choose 
to report it and others do not. These studies have focused primarily on 
women whistle-blowers and on wrongdoing in the form of sex discrimina- 
tion. Male whistle-blowers, persons objecting to other types of activities, 
and whistle-blowers who use a channel other than a state or federal civil 
rights agency may have different experiences. Further, little is known about 
how organizational conditions may affect whether one blows the whistle. 

The present study tested whether individuals’ organizational positions 
and their beliefs and perceptions concerning organizational conditions rele- 
vant to whistle-blowing could differentiate organization members of three 


> ^ 


1984. | Miceli and Near. ! — 689 


= ` types: those who did not observe wrongdoing, those who observed wrong- 
. doing but did not. report it, and those who observed wrongdoing and blew 


the whistle. A large, random sample of individuals employed by 15 federal 


- agencies completed questionnaires concerning their opinions about whistle- 
blowing, their observations of a range of. specific questionable activities, 


and their actions and experiences following such observations (if applicable). 


‘Their responses may suggest means through which organizations can in- 
fluence the incidence of whistle-blowing; some observers have argued that 


greater encouragement of whistle-blowing is a desirable end (Campbell, 1981; 


< Ewing, 1980). Because individuals’ responses were taken from surveys, mea- 


sures are self-reported: and often perceptual in nature; the term eee 


| ds omitted in order to avoid repetition. 


"The perceptions of whistle-blowers can bé described only if there is con- 
sensus as to what constitutes whistle-blowing. Many definitions of whistle- 
blowing have been proposed, and. the strengths and weaknesses of each have 
been discussed elsewhere (Elliston, 1982; Farrell & Petersen, 1982; Janis & 
Mann, 1977; Weinstein, 1979). For this study whistle-blowers are considered 


. to be organization members who disclose employers' illegal, immoral, or 
illegitimate practices that are under the control of their employers to per- 


sons or organizations who may be able to affect action. This definition is 
consistent with that used by the Merit Systems. Protection Board (MSPB), 
which collected the data used in this investigation: “employees who report 
illegal or wasteful activities within Government operations" (1981, Appen- 


_ dix B, p. 2). In the present study whistle-blowers are separated into two cate- 


gories: (1) internal (whistle-blowers who use channels within the organiza- 


tion); and (2) external (whistle-blowers who use channels external to the or- _ 
: pun in addition to or in lieu of internal channels). 


€ 


- Hypotheses 


Aicordum to Neat’ and Miceli (in press), expectancy theory provides a | 


framework linking individuals’ beliefs about organizational conditions with 


_their-motivation to act: Whistle-blowers’ beliefs about the legitimacy and 


importance of whistle-blowing may differ from others’ beliefs because they 
may have responded to different organizational conditions, or because their 


- values may differ from others’ because of prior experiences. Also, as Fazio 


and Zanna (1981) noted, direct experience strengthens the consistency be- 
tween self-reported attitudes and behavior; because whistle-blowers have - 
acted in support of whistle-blowing by RE they. should be more sup- 
portive of it in their self-reports. Thus: - 
"Hl: Whistle-blowers will be more likely to approve of whistle-blowing 
- and to believe that whistle-blowing should receive greater encouruge- 
ment than will other organizational members. 
If an organization is dependent on a questionable practice, it may pro- 
vide cues that whistle-blowing will be’ met with retaliation to the whistle-. 


. blowers (Near & Miceli, i in press; Parmerlee.et al., 1982) and resistance to 
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changing the actioned practice. Retaliation may be a powerful disincen- 

tive to whistle-blowing (Ewing, 1980; Miller, 1972). Observers of wrong- 

doing may perceive that a retaliatory climate exists and decline to act—or 

they may rationalize inaction by attributing it to an unfavorable climate. 

_ . H2: Observers of wrongdoing who do not blow the whistle will be 
more fearful of managerial retaliation than will whistle-blowers. 

Similarly, if management appears unwilling or unable to change its ques- 
tionable practices, individuals may expect that whistle-blowing will be in- 
effective (Near & Miceli, in press). Having encountered wrongdoing, ob- 
servers may have attended more carefully to. organizational cues and may 
have given more thought to the mechanisms by which organizations.may 
encourage whistle-blowing. Therefore: . 

H3: Observers of questionable activity will be more likely than non- 
observers to indicate that specific incentives and/or conditions (e.g. 
seriousness of the activity, cash rewards, protection from retaliation, 
etc.) would encourage them to blow the whistle. 

Organizational members who have encountered questionable activity may 
have a greater awareness of potential complaint channels because they have 
previously confronted a situation that nonobservers have not faced. Fur- 
ther, as Kolarska and Aldrich (1980) noted, some observers may not act 
simply because they do not know where to report wrongdoing. 

H4: Nonobservers will report the least and whistle-blowers will report 
the most awareness of complaint channels. 

The individual's position in the organization may influence whistle-blowing 
activity through providing greater opportunity to observe wrongdoing. The 
position also may reflect the degree of power and dependence in the em- 
ployment relationship. Individuals who have more suitable employment al- 
ternatives or professional or emotional support outside the organization 
are less dependent on the organization than are individuals who have few 
alternatives or little support (Near & Miceli, iri press), and the former may 
expect fewer risks in mounting a challenge to organizational authority. Taking 
a different perspective, Hoyman and Stallworth (1982) found mixed sup- 
port for the notion that individuals with greater "stakes" in their jobs (e.g., 
more pay or seniority, single-parent status) would be more. likely to file law- 
suits against their employers. 

- H5: Organization members who are less heavily dependent on their 
employers, because they have high levels of pay and education (e.g., 

. professionals) will be more likely to blow the whistle than will others. 

Supervisors and incumbents in positions in which whistle-blowing is role- 
‘prescribed (that is, their job duties include searching for and reporting ques- 
tionable activity—internal auditors, inspectors, and so on) may share a 
stronger belief that the organization will respond to “direct voice" (Kolar- 
ska & Aldrich, 1980). 

H6: Organization members who use whistle-blowing channels internal 
to the organization will be more likely to hold supervisory positions 
or positions in which — is role-prescribed than will ex- 
ternal whistle-blowers. — 


_ | Methodological Issues M a 


"This study investigates ihe c—— among individuals" self-reports 
of their beliefs, perceptions, and overt behaviors. With cross-sectional 


> .data, the cause-effect relationships among these variables cannot be deter- 


mined conclusively, nor is that the purpose. The Objectives are to establish 
. that certain relationships existand to determine the direction (positive òr - 
negative) of those relationships. No previous study has established these 
relationships empirically, which would be an important first step in under-  : 
. standing the whistle-blowing process. In many areas of organizational re- 
. Search, significant contributions have begun with correlational research and 
-have been refined with more,sophisticated methods. It is hoped that in this 
relatively new area of inquiry, a similar path will develop. Eos | 
: A comparison group of those individuals who say that they have not ob- 
served wrongdoing is included: These nonobservers presumably have no in- 
centive to distort their perceptions to achieve OSY mn behavior and 
their responses may: help to interpret results, - * c. T 


| Publi and Private Sector Whistle-Blowing 


| “Data in this siady were collected from public sector crgasizaticn members. 
Public sector. employees number in the.millions, and organizational re- 


` searchers should- not ignore this sübpopulation; further, because govern- 


. ment waste and’ fraud affects all taxpayers, many readers should be con- 


o 7 cerfied:with whether. whistle-blowing can help reduce costs. However, a ques- 


tion may be raised as to whether the present findings are relevant to private 
^ sector employees and employers. It may be that public sector whistle-blowers 


.'. and other organization members differ systematically from their private sec- 
-. ..-tor.counterparts, or that the organizations. they. represent differ i in impor- | 


. tant ways relevant to whistle-blowing: | E 
. | -Generalizability is determined empirically and it. cannot be TENETE l 

in a single study. However, fòr five reasons it is. clear that the reliance on. 
. data gathered from public sector. employees does not rule out the possibil- 


| .. ity that the findings are meaningful in private sector contexts. First, no studies 
.. are. known that demonstrate the impact of differences in public and private 


sector environments or individual differences on whistle-blowing. Second, 
.. Malin (1983) has shown that the presumed gap. between the legal protec- 

. tions afforded public and private sector whistle-blowers is narrowing rapidly. 
Third, ‘with regard to research on differences between the sectors, organiza- ` 
tion theorists frequently have included government agencies and depart- 
ments and their members in their samples, and often they have empirically 
demonstrated similar findings for-public and private sector participants (Hall, 
1963). Fourth, the organizations iricluded here.represent.a wide variation 
a and they range in size from fewer than 1 000 to over 
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200,000 nlora; which suggests that there may be greater similarity be- 
tween certain of these organizations and private sector organizations than 
among the 15 agencies included here. 

| Finally, and perhaps most importantly, because the generalizability of 
findings is an empirical issue that can be addressed only through further, 
careful empirical research, it is incorrect to assume that because a subpopula- 
tion was used this subpopulation cannot represent the general population. 
For example, one would not assume that research using male subjects can- 
not provide insight into the behavior of working people in general. Therefore, 
it is argued that although this study uses a limited sample of participants, 
the extent of pum should be delimited only by future research. 


Method: 
Participants and Procedure | 


In December 1980 the MSPB—established by the Civil Service Reform 
Act of 1978 to ascertain whether prohibited personnel practices were oc- 
curring in the civil service (MSPB, 1981) ——sent questionnaires to the homes 
of approximately 13,000 employees of 15 major federal departments and 
agencies. These employees were selected at random from the 757,000 per- 
manent employees of those organizations. Confidentiality was assured to 
the participants, and 8, ,587 employees completed and returned usable ques- 
tionnaires,- resulting in a 66 percent response rate. 

Four steps taken by the MSPB may have contributed to the favorable re- 
sponse rate. The first two may have generated more trust that the responses 
would be confidential: first, the questionnaires were mailed to homes rather 
than offices; second, demographic data that could have been used to iden- 
tify individuals evoked employee resistance during pretesting, thus certain . 
questions concerning race, sex, age, and so on were omitted from the final 
questionnaire. Third, a follow-up postcard was mailed about one week after 
the first mailing. The postcard may have served as a reminder; also, several 
. hundred persons who received postcards called the MSPB to say they had 
not received questionnaires, which were then mailed to them. | 

Fourth, the cover letter sent with the questionnaire emphasized: (a): con- 
fidentiality of responses; (b) the importance of the responses (i.e, they will 
be used in determining the course of forming future organizational and pos- 
sibly legal policy concerning whistle-blowing), (c) assurance to persons who 
had not observed or — — "at their Feeponses were essen- 
tial also. 


Group Variable: ‘Type of T— 
Employees were classified according to their responses on three question- 


naire items. They were asked, “regardless of whether or not it is part of 
your job, during the last 12 months, have you personally observed or 
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. obtained direct evidence of any of: the following activities?” followed by 
-a list of 9 descriptions of such activities as “employee(s) giving unfair ad- 
vantage to a particular contractor, consultant or vendor”; “waste of federal 
funds caused by buying unnecessary or deficient goods or services”; and 
a tenth, “other,” category. Respondents who did not check “ves” to any 
. of these were classfied as nonobservers. Those who checked “yes” to one 
or more of these and who responded “no” to a second item, “did you report 
this activity to any individual or group?” were classified as inactive observers. 
Respondents who checked “‘yes” to any response for the observation item: 
.and who checked “yes” in response to the second item were classified as 
- whistle-blowers. - 

- Whistle-blowers were subdivided further into internal and extend chan- 
nel categories, according to their responses to a third question, “did you 
report this activity to any of the following?" If the respondent checked any 


. "or all of the following, but no other response, she/he was classified as an 


internal whistle-blower ("internal"): “co-workers,” “immediate supervisor,” 
“someone above my immediate supervisor," “the personnel office” “the 
‘office of the Inspector General or the IG ‘Hot Line’ within this agency.” 
External whistle-blowers (“externals”) checked any or all of these and at 
least one other response: “a union: representative," ‘the Special Counsel 
within the Merit Systems Protection Board,” “the General Accounting Of- 
fice,” “a Member of Congress,” “a member of the news media." Approxi- 
Hiatety BR OF: tne externus also checked an internal channel response. _ 


Discriminating Variables 


“Belief” Variables. Selected for use in the analysis were 20 items asked 
of all respondents. These items concerned respondents' (1) perceptions of 
: existing organizational conditions; (2) ratings concerning the desirability of - 

' these- conditions; and (3) beliefs about how whistle-blowing could be en- 

couraged. 

~. A preliminary factor analysis was conducted, so that conceptually and: 
“empirically similar items could be grouped together, reducing the number . 
of variables and facilitating interpretation of the discriminant analysis to _ 
be performed. A principal components solution with varimax rotation was 
derived. Factors with eigenvalues greater than 1 were subjected to further 
analysis. Results of this procedure revealed that four factors (on which more 
‘than one item loaded highly) could be extracted (details are available from 
the authors). | 

. The first factor appeared to represent the degree to which the respon- 
dent felt knowledgeable concerning whistle-blowing channels. The standard 
Scores of the five items loading on this scale were multiplied by the corre- 


sponding factor score coefficient. and summed. Cronbach’s alpha for the  . 


resulting scale, knowledge of channels, was .78. The second factor seemed 
to represent the extent to which. the respondents believed that the climate 
in the organization was not retaliatory; that is, the extent to which they felt 
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protected from retaliation were they to blow the whistle. The five items were 
combined in the manner described earlier; Cronbach’s alpha for the pro- 
' tection from retaliation scale was .67. The third factor represented the ex- 
tent to which the respondent approved of whistle-blowing as a class of be- 
havior. The three items were combined in the manner described earlier; Cron- 
bach's alpha for the approval of whistle-blowing scale was .69. The fourth 
factor reflected the degree to which the respondent weighed the seriousness 
of the hypothetical wrongdoing versus a need to be protected from retalia- 
tion. The two items were combined as described, except that the coefficient 
for the “protection” item was negative; high scores indicated that the re- 
: spondent said that knowing an observed activity involved serious wrong- 
doing was important in motivating her/him to blow the whistle, whereas, 
knowing she/he would be protected was not important. Cronbach's alpha 
for the social concern scale was .59. | 

The remaining six items that loaded alone on one factor or - that did not 
load on any factor were eligible for entry in the discriminant analysis as 
single-item variables. 

“Position” Variables. All: eee pe were asked to indicate their pay 
level (“pay level of respondent": 1=Grades 1-4; 2=Grades 5-8; 3= Grades 
9-12; 4= Grades 13-15; 5=Over Grade 15; “other’’ responses were deemed 
missing); whether they wrote performance appraisals for other employees 
and therefore were likely to be supervisors (“respondent is a supervisor”: 
1=no; 2=yes); whether they worked in a headquarters or field location (“Te- 
spondent is a field employee": .1= HQ; 2= Field); and their level of educa- 
tion (“education level of respondent": 1=less than a high school diploma; 
2=high school diploma or graduate equivalency degree; 3=high school 
diploma plus some college or technical training; 4= graduated from college 
(B.A., B.S., or other Bachelor's degree); 5= graduate or professional degree). 
A fifth control variable (‘‘respondent.is an inspector") was created, using - 
the responses to: “Some employees are aware of illegal or wasteful activities - 
because it is part of their job to know about such things. a. Does your job 
require you to conduct or. assist in audits, investigations, p program evalua- 
tions, or inspections for your agency? b. Do you work in an Office of In- 
spector General?”. This variable was coded 1 if Deo was uence affir- 
matively, and 2 if either was. : 


Analyses 


The Statistical Package for the Social Sciences (SPSS) discriminant analysis 
procedure was used (Hull & Nie, 1981). One half of the cases: were held 
out at random from the initial analysis to allow for testing the power of 
the discriminant functions to classify cases. The discriminant variables were 
entered stepwise according to the Wilks' lambda criterion. Stepwise analysis 
was used because the discriminant variables were not known from previous 
research to be related to the group variable. Functions having lambdas sig- 
nificant at .05 or less were rotated, using varimax rotation, to aid in the 
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- interpretation of the functions’ meaning; thie functions were utilized for 

- Classifying holdout; cases.- Bayesian prior probability. specification i was used 

. during classification to adjust for the differences in.sizes of the groups. Tat- 
suoka’s (1970) coefficient of discriminant. power was computed. 

One-way ANOVAs (with type of employee as the factor) and Pearson pair- 

. wise ic correlation coefficients also were computed to aid in BIRDS results. 


The discriminant analysis revealed that the first discriminant function 
 .had an eigenvalue of .151., accounting for 80.05 percent of the variance, 
with a canonical. correlation of .362. Eigenvalues for the remaining two func- 
tions were .029 and .008; percentages of explained variance were.15.79 and - 
. 4.16; canonical correlations were..170 and .088, respectively. Wilks’ lambdas - 
prior to extraction of éach. function were .837, .963, and .992, respectively. 
The first two-lambdas were significant at. .0001 or less; m 
| cant at | e The eoetticienb of discriminant BONES Was. 162. . 
Differences Among Subgroups LEM "E 2 " -e 

` Results of the rotation of the. significant discrimindit funcion a are.re- 
ported in Table 1: Inspection of these results and the results of the one-way 
ANOVAs on al allowed: testing of the hypotheses. p dX MS 





i ‘Table 1 | x 
Results of Discriminant Analysis" 
we 3,585) . 





NCC Canonical Discriminant Functions Braluated at Group Means (Ceniroid ate 
" Nonobservers - : 


- 4031 

Inactive observers ` 7 An I" .. 438: 

c' Internal whistle-biowers ~ : a e n 262 — (348 ^ 70 44 
Roiaied Siandondiced Discriminant Function Coefficients l 

Factor 2: Protection from retaliation TOM .927 4009 . 4000 

Financial incentives are appropriate pe , 2151 4075 . 4035 

Respondent is an inspector ~116 725 087 

Respondent is a supervisor — 144 390 186 

Factor 3: Approval of lowing ~064 250 -.206 

Anonymity would encourage me to whistie-blow -.040 -209 449 

Others’ approval would encourage 056 212 428 

Pay level. of respondent ics ~,062 4.120 x -404 

would encourage me 4010 

Factor 1: Knowledge of channels ^. - à 035 087 -4355 

Education level of. respondent TT 103 281 286 

encourage me .- AMO: -071 ^ 4241 

p '3Items are paraphrased because of spate imitations. Of the 8,587 ponlible cases 308 were excluded 

edeo aane valves on variables ed t5 creaie the “grou "ariable: 1.073 were excluded berani 


of missing discriminating variables; 3,61 wer bel out fan POUND MINE 
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Table2 — -— 
Means, Standard PEHAUUNS and ‘Results of One-Way ANOVAs | 





x De af Employees 
Variable .. dc dc d 4. F 
Factor 3: Approval of whistle-blowing RA 0 12 1d 12.7*** 
. 7 ; 63 
Factor 2: Protection from retaliation .24 a in M 277.2*** 
, (.83) (709 (85 (.72) i 
Financial incentives are appropriate 2.73 290 2.89 2.88 9.2949 
ZON (1.36) (1.40) (1.43) (1.58) i 
Anonymity would encourage me to blow the whistle .28 .31 A1 . '.14 15.0*** 
. Au mx (495 . (49 ` (4D (C35 
Corrective action would encourage me to report 77 — .80 85 90  —12.8*** 
| : A "5 .(42 (40. (36 (30 
Financial incentives would encourage me to report 02. .03 ~— 02: Q2 . 5.6** 
(13 (ID (13 (1D l 
Others’ approval would encourage me to da l "A (2 .08 3.0* 
n 7D). (. (28)  (.14) 
Factor 4: Social concern 07. ~li -07  -15 17.14*** 
; .(1.09)..(1.02) (1.06) (1.05) 
Factor 1: Knowledge of channels | , 03 ~mi 1S 04 21.99°* | 
: dE ^ (88 (89 (89 (99 | 
Respondent is an inspector 122° 1.31 £1.48 1.34. 97.2*** 
. (4) (49 (C50 (489 . 
Pay level of respondent . 2.74 2.86 3.03 3.16 33.7*** 
(99). (91) (88) (.92) 
Respondent is a supervisor l 1:23 1.23 1.33 1.21 14.6*** 
(42 (42^ C47) (4D. | 
Respondent is employed in a field location - 1.75. 1.73 1.77 1425 w— 21 
(42 (449 (AD 044) 
Education level of Rene 3.42 3.66 .3.83 3.69 58,.4*** 
(1.00 (97) (88 (94 
Ns range from 7, 65610 8,259. Standard deviations are in parentheses. Code for (ype GC CDD 
I= aerate i 2=inactive observer; 3—internal whistle-blower, 4=<external whistle-blower 
p<. : . i 
s*p «. .001 
+947 < 000! 


coefficients are not reported except where essential because—due to the large 
sample size—nearly every variable pair was significantly related. No r^ éx- 
ceeded .32, however, and most were less than .01.) 

The function explaining the most variance separated the nonabecnven 
from the other groups. Nonobservers were: (1) more likely to believe they 
would not be retaliated against after filing a whistle-blowing complaint; 
(2) less likely to state that knowing the organization would take action on 
a complaint would motivate them; (3) less likely to agree that financial in- 
centives for whistle-blowing were desirable. ~- - 

The second function differentiated internal whistle-blowers from the other 
groups. Internals were: (1) more likely to be highly educated supervisors 
and/or employees in positions for which whistle-blowing was role-prescribed; 
(2) more strongly approving of whistle-blowing; (3) more likely to report. 
that knowing others would not think badly of them would encourage them 
to blow the whistle; ànd (4) less convinced that anonymity would encourage 
them to blow the. whistle than were other employees. 
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The third function differentiated external channel whistle-blowers from 
the other groups. These whistle-blowers: (1) reported higher pay levels in 
combination with lower education levels and were less likely to be in super- 
visory positions; (2) were less likely to believe that anonymity, approval of 
other organization members, and financial incentives would encourage them 
to blow the whistle; (3) believed that they had more knowledge of where 
to report wrongdoing; (4) were more likely to believe that knowing the or- 
ganization would take action on their complaint would motivate them; 
(5) were more approving of whistle-blowing than were other organization 
members. | 

The classification analysis, in Table 3, revealed that approximately 60 per- 
cent of the cases not used in the discriminant analysis could be correctly 
classified. The functions were most successful at classifying the nonobservers. 
Table 3 also shows that, of those individuals who were not excluded because 
of missing data on discriminant items, about half (n — 3,994) of the respon- 
dents observed no wrongdoing on the part of their agency. Of those who 
observed wrongdoing, over half did not report it (n =2,272). Among those 
who reported wrongdoing, over two-thirds used internal complaint chan- 
nels exclusively (n —831); only 139 respondents used external channels. 


Table 3 | 
Results of Classification Analysis 


l ' Predicted Group Membership 

Actual Group l N of Cases I i 2 3 4 

T Cases Selected for Use in the Analysis* 

Nonobserver 1,990 1,692 3 0 
098 14.8% 2% 

Inactive observer 1,145 688 453 4 0 
60.1% 39.6% 3% 

Internal whistle-blower 411 236 168 7 0 
57.4% 40.9% 1.7% 

External whistle-blower 68 38 29 I 0 
55.4% 42.699 1.5% 

Cases Not Selected for Use in the Analysis» 

Nonobserver : 2,004 1,693 306 s 0 
5% 15.3% 200 

Inactive observer 1,127 675 447 £ 0 
i 59,998 |^ 39.7% 0 4.409 

Internal whistle-blower 420 239 174 7 0 
56.9% 41.4% 1.7% 

External whistle-blower 71 40 30 r. 0 
56.3% — 42.399 — 1.4% 


‘Percent of “grouped” cases correctly classified: 59.55%. 
bPercent of “grouped” cases correctly classified: 59.28%. 


Testing the Hypotheses 


Hypothesis 1 was supported. Functions 1 and 3 (Table 1) and the one- 
way results (Table 2) showed that whistle-blowers did believe more strongly 
than did nonobservers and inactive observers that whistle-blowing was de- 
sirable. 
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The zero-order group means suggested that Hypothesis 2 would be discon- 
firmed: externals were Jess confident that they would escape retaliation from 
first-line.or higher level managers than were inactive observers. However, 
no single function differentiated inactive observers from whistle-blowers. 
Function 1 and the group means showed that observers of wrongdoing—re- 
- gardless of whether they acted on it—perceived a more retaliatory climate . 
than did nonobservers. Thus, Hypothesis 2 was not supported, but perceived 
retaliatory climate did distinguish: the observers of wrongdoing from the 
nonobservers. 

Mixed support for Hypothesis 3 emerged. AS predicted; observers of 
wrongdoing were more supportive of the use of cash incentives for whistle- 
blowing and said that they were more likely to blow the whistle if they believed 
corrective action would be taken, than were nonobservers (Function 1 and: 
Table 2). However, the relationships between four other conditions that might 
encourage whistle-blowing and: whistle-blowing Status were more complex . 
(Functions 2 and 3). 

Hypothesis 4 received partial support. The zero order means revealed that 
. internals were the most knowledgeable, followed by externals, then nonob- 
servers, and finally inactive observers. The hypothesis had suggested that 
_the order would be: internals and externals, followed by inactive observers, - 
then nonobservers. Function 3 showed that externals (who with few excep- 
tions notified persons inside as well as outside the organization) were more 
knowledgeable about channels than were other groups. However, differences 
between nonobservers and inactive observers did not emerge. Internals were 
not necessarily more knowledgeable than were other members. Thus, when 
all variables were considered, it appeared that external whistle-blowers tended 
to be more knowledgeable than others. - 

Divining support for the fifth hypothesis was complex. Pay and educa- 
. tion levels were highly correlated (r —.56; p< .0001). The mean levels of pay 
- for each type of whistle-blower were higher than the mean levels for non- 
observers and for inactive observers; nonobservers had the lowest mean ed- 
ucation levels, with the inactive observers ranking between them and the 
whistle-blowers (see Table 2). This suggested that, as predicted, whistle- . 
blowers tended to have higher levels of pay and education than did nonob- 
servers and inactive observers. However, when all eligible variables entered 
the discriminant analysis: (1) internals reported higher levels of education 
than other employees but.no additional variance was explained by pay (Func- 
tion 2); (2) education appeared to act as a suppressor variable in Functions 
2 and 3 because externals were differentiated from others by higher pay but 
lower education. This suggests that externals were employees of high seniority 
(they tended not to be supervisors) who had attained high rates of pay in 
spite of little education; this would imply that they were more, rather than 
less, dependent on the organization. Therefore, the relationship between pay, 
education, seniority, supervisory status, and the individual's propensity to 
blow the whistle was more complex than hypothesized. - 
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Although no function directly contrasted internals with externals to test 
Hypothesis 6, internals were more likely to be inspectors and supervisors 
. than were others (Function 2), and externals were less likely to be super- 
visors and no more likely to be inspectors than were other hg oe 
tion 3). Thus, FADUM 6 was strongly supported. : 


| Discussion | 


| The findings PEE that preliminary profiles of four broad categories 

of organizational members can be drawn. These categories include: (1) in- 
. dividuals who do not observe. wrongdoing: (2) individuals who observe but 
do not report wrongdoing; (3) individuals who. observe and report-wrong- 
doing through internal channels only; and (4) individuals who observe. and. 
report wrongdoing through’ both EDA and external ee 


Profiles of Organizational Members 


- - Organization members who had not ded wicdgdolg did not seem 
to have strong opinions about what might encourage them to blow the whistle 


.. and probably had not given it much thought; in their speculation about 


what would encourage them to blow the whistle, they tended to downplay 
the role of an organization's encouragement of whistle-blowing through its 
responsiveness to complaints and providing of financial incentives to would- 
be whistle-blowers. They were confident that they would not experience man-. 
agerial retaliation if they blew the whistle and that whistle-blowers received 
adequate encouragement and protection. Although they tended to. be lower 
: paid and in some cases less well educated than whistle-blowers, they. were 
not different from inactive observers in that respect; they were not neces- 
sarily less likely than inactive observers to hold positions in- which whistle-. 
blowing was role-prescribed. These findings suggest that the opportunity 
‘for observation of wrongdoing is. not highly limited. `- Ti 
. Among those who did observe wrongdoing, the characteristics of both 
- the observer and the situation predicted who would blow the whistle. Inac- 
tive observers tended to be supervisors, having low. pay but high education; 
it therefore is speculated that inactive observers are likely to be young, high 
potential, low seniority employees. They seem to be the “‘fast-trackers.” Of 
- course, because complete information concerning individual characteristics 
(specifically, years of service, age, job titles, and performance ratings) is 
not on hand, the speculation i is highly tentative, especially given that at least 
one previous investigation showed that female whistle-blowers were likely 
to be younger than the average worker in the female work force (Parmerlee 
et al., 1982). However, these characteristics may help to explain why, in this 
sample, ináctive observers were reluctant to blow the whistle unless certain 
. conditions were met. Because their employers could quite easily replace them, 


^ their relative power in the situation was quite low. Although they may have 


more suitable employment alternatives than would whistle-blowers, they may 
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not have wished to jeopardize their good but fragile reputations or begin 
again to gain favor in other. organizations. Thus, compared to whistle- 
blowers, inactive observers would be more likely to require that circumstances 
surrounding future incidents guarantee anonymity, ostensibly because they 
did E believe that protecting a named whistle-blower from reprisal was 
possible. 

Relative to external whistle-blowers, inactive observers also would appear. 
to weigh the potential costs of co-worker ostracism and the monetary bene- 
fits of financial incentives. Further, these. apparent “‘fast-trackers” had less 
knowledge of channels than did externals, but they did not differ from in- 
ternals or nonobservers in that regard when effects of other variables were 
taken into account. It may be that they were less aware of channels because 
they had less experience with the organization. More research-is needed to 
determine whether increasing the awareness of inactive observers as to chan- 
nels would encourage them to report wrongdoing; or whether such individ- 
uals tend to rationalize inaction by understating their awareness of report- 
ing channels. 

Whistle-blowers who did not-use external channels tended to be power- 
ful organization members relative to other employees.and relative to their 
employers. They were highly educated, and they held supervisory, positions 
and/or positions for which internal whistle-blowing was role-prescribed: Al- 
thotigh their willingness to blow the whistle may be ascribed to their status 
as professionals, and the possibility that they adhere to professional stan- 
_dards of ethics, no variable clearly measured this. However, internals’ posi- 
tion characteristics may explain’ why—although they were as fearful of re- 
taliation from their superiors as were other observers of wrongdoing—they 
` claimed not to be influenced bythe environmental incentives for whistle- 
blowing, such as guaranteed anonymity, cash, or organizational responsive- 
ness to the complaint. One environmental incentive they did acknowledge 
was that of others' approval; it.may be that internals believe that blowing 
the whistle inside the organization will be less threatening to others than 
external whistle-blowing.  . 

Like other whistle-blowers, internals tended to have a stronger belief i in 
' the desirability of whistle-blowing. Whistle-blowers may differ from observers 
who do not act as to their personal codes of ethics regarding reporting and 
failure to report; this may enable whistle-blowers to withstand threatened 
and actual retaliation. Brabeck (1984) has provided preliminary evidence 
that internal whistle-blowers indeed have higher levels of moral reasoning 
than, do inactive observers. Future research should attempt to determine 
whether these attitudes and standards exist prior to aoe behavior 
or whether they result from it. . - 

Whistle-blowers who used external channels sione or in addition to in- 
ternal channels, in contrast, tended to be employed in nonsupervisory posi- 
tions and to receive high pay in spite of their low education. Such charac- 
teristics suggest either (a) a group of more senior, probably older employees : 
who may have received larger salaries because they had been with the agency 
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for some time or (b) a group of professional or technical staff who receive 
higher salaries because of their skills or performance. However, the second 
possibility seems less likely because of the negative relationship between _ 
education and whistle-blowing status when the effects of pay were controlled. 

. On the face of it, these whistle-blowers would seem to be dependent on their 
employers, in the sense that they probably could not find comparable posi- 
tions with other organizations; rewards for seniority often are organization- 
specific (Gordon & Fitzgibbons, 1982). Yet the organization also probably: 
- is dependent on them, as reflected by their pay level, because it would be 
difficult to replace them-with einployees of comparable experience; In this 
case, the relative power (Pfeffer & Salancik, 1978) of the whistle-blowers 
may still be high. 

The power-dependency relationships TE E whistle-blowers and their 
employers may explain why they believed their willingness to act was large- 
ly. unaffected by conditions surrounding future observed wrongdoing. The : 
majority of members in all groups noted the importance of knowing that 
the organization would take action to stop the wrongdoing (MSPB, 1981); 
. thus the perceived efficacy of the complaint action seems to be an over- 
- whelmingly important factor. However, this. condition still separated the 
whistle-blowers from the nonobservers. Further, whistle-blowers were not 
more likely to perceive that a retaliatory climate existed than were inactive 
observers. These findings support previous research showing that the per- . 
ceived change in managerial attitudes towards the.wrongdoing was more 
closely associated with whistle-blowers’ perceptions of effective complaint : . 
" action than was retaliation (Near &. Jensen, 1983; Near et al., 1983). 

. External whistle-blowers, nearly all of whom also used internal channels, 
reported greater knowledge of complaint channels than did other groups. 

As implied earlier, this may result from their being more fully integrated 
into the organization as a consequence of their longer tenure. One cannot 
report wrongdoing using.a channel of which one is not aware; thus it is 
likely that the knowledge of channels plays some role in determining whether 
one would act. However, it also is possible.that one learns about channels 
while using them, and this greater awareness was also a consequence of 
whistle-blowing. Future pretest, posttest design research could examine dif- 
-~ ferent organization practices in ENDE Earn to determine the cause- 
effect relationships. 


nein and Suggestions for Future Research 


The generalizability of the findings here should be tested. Whistle-blowers 
. whose actions have been reported in the mass media generally used exter- 
nal channels, but few respondents in this sample did. This may reflect one 
of the shortcomings of case analysis—that external whistle-blowers, seen 
by the media and the public as perhaps the most. important or common 
type of organization dissident, are in fact a small proportion of organiza- 
tional members and pt observers of monaco: ARTERNE thė sample 
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may simply show the impact of the policies encouraging internal whistle- 
blowing and the extensive network of internal channels available to whistle- 
blowers in federal agencies. | 

Elliston (1982) has suggested that there may: be several types of internal 
complainants: (1) those who inform. supervisors (and, presumably, co- 
workers), and who therefore do not violate the chain of command; (2) those 
who do not inform their supervisors, but go directly to higher levels of man- 
agement; (3) those who sidestep line management and inform the person- 
nel department or another internal unit in the organization. According to 
Elliston, complainants who do not report wrongdoing to their supervisors 
in effect “blow thé whistle" on their supervisors, and their action may result 
in consequences very different from those of the actions of other com- 
plainants. The design in the present study lumped together all types of in- 
ternal whistle-blowers; further investigation is needed to determine whether 
Elliston’s hypothesis is correct. Further, federal employees who complain 
to the press or the Congress may also differ from those who utilize the MSPB, 
the General Accounting Office, or union grievance channels, which may 
be seen by management as more legitimate (and perhaps less public and 
less threatening) channels for dispute resolution. The unit of analysis needs 
to be considered: “going public" may entail going outside one’s department 
. or it may involve going outside the organization. 

External whistle-blowers present an interesting case because they. tend to 
use both external and internal channels for whistle-blowing. The MSPB sur- 
vey did not include questions concerning the sequence of dual whistle- 
blowers' decisions—whether they first tried internal channels, experienced 
retaliation and/or a lack of attention to the complaint, then decided to “go 
external’—a process Kolarska and: Aldrich (1980) anticipated. Investigators 
might wish to focus attention on how channel decisions are made and what 
organizational conditions may influence them. 

Classification analysis revealed that, though employees’ perceptions of - 
organizational conditions and some variables relating to their organizational 
position separated various types of whistle-blowers from other members, 
a substantial amount of variation remained to be explained. Other variables, 
' such as those pertaining to the circumstances surrounding an observed ques- 
tionable activity, personality characteristics, the level of support a would- 
be whistle-blower received from family and friends, and the actual conse- 
quences of previous complaints, as well as organizational variables such as 
policies toward whistle-blowing, may play important roles and could be in- 
cluded in future investigations. 

Although this unusual sample provided a helpful comparison group of 
persons who reported that they had not observed wrongdoing, it is pos- 
sible that some had in fact observed suspicious activity but, not wanting 
to act on it, they distorted their perceptions of what they had observed. The 
possibility of bias always is an issue when self-reports are used as data. For 
future research, it is recommended: (1) that multiple data sources be used. 
to obtain independent measures of critical variables; and (2) that random 
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samples and comparison groups be gad: The latter aided in the interpreta- 
- tion of the results in the-present study. However, it.is believed that the self- 
reported data here make an important contribution, in spite of the poten- 
tial bias. First, few studies have systematically investigated the whistle-blowing 
, phenomenon, and this study should be viewed as one of the first attempts 
to.demonstrate empirically relationships that may have been thought to exist 
previously. Second, several of the key variables could have been verified 
. through records, had the MSPB not guaranteed confidentiality. It is not . 
likely that employees completing an anonymous questionnaire would de- 
- liberately or unconsciously distort such-factual information as grade level, 
whether they wrote performance appraisals for others, level of education, 
: and so on. There was no apparent motivation to do so. An employee not 
wishing to share that information would simply not share it. | 
- Third, with regard to beliefs about the value and process of whistle- 
blowing, although self-report data may be flawed, it is not known how better 
, data can be obtained practically. Although organizations may encourage 
" or discourage wrongdoing through observable or measurable activities, such 
sensitive data would be difficult to collect. Further, a program to increase 
awareness of channels, for exainple, may not have the desired impact; one 
would need to measure awareness through self-reports to know. Therefore, 
although the potential for percept-percept biases resulting from a common 
method of data collection cannot be ignored, it is considered to be a minor 


~ . problem with regard to some of the variables and the “lesser of evils” with 


. -regard to other methodological problems. Further research j is encouraged 
to clarify the relationships suggested here. 

As noted earlier, this study did not investigate ETE relations among 
individuals’ beliefs and position power, organizational conditions, and 
whistle-blowing. Critical questions remain to be answered, but opportunities 
for controlled longitudinal study or manipulations in field settings are vir- 
tually nonexistent, because of the sensitive nature of the phenomenon. Lab- . 
‘oratory investigation may: be an — first - in UN cause- 
- effect FOROS: | ! 


-Conclusion : | 2 


The primary difference between observers: of Mn sical ional 
wrongdoing who blow the whistle and observers who do not seems ‘to be 
^ that the latter are unwilling to jeopardize their careers by reporting wrong- 
doing; further, they feel so strongly on this matter. that they are unlikely 
to believe assurances: of protection. Thus, policy changes to protect whistle- 

blowers against reprisal short of guaranteeing anonymity are unlikely to affect 
. the behavior of this group; however, providing convincing evidence that cor- 
' rective action would be taken appears to be important to nearly all poten- 
tial whistle-blowers. Such policies, however, would encourage the. whistle- 
. blowing of external whistle-blowers who are less fearful after having once 
blown the whistle. Ewing (1983) has argued eloquently that whistle-blowing 
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will increase in future years and that valid whistle-blowing should be en- 
couraged, because it improves organization operations through its correc- . 
tive action. Present results indicate that finding the right encouragements 
or inducements for whistle-blowers might be problematic and certainly will 
require long term, concerted effort. Organization members apparently have 
been well socialized to believe that organizational dissidence is undesirable: 
to convince them otherwise—that authority structures will easily permit, 
indeed support, organizational dissidence—will be a complex process. 
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Effect of Occupation on 

Task Related, Contextual, and 
Job Involvement Orientation: | 
A Cross-Cultural Perspective 


LUIS R. GOMEZ-MEJIA 
University of Florida 


A cross-cultural study analyzes the effects of occupa- 
tional membership on the task. related, contextual, and 
Job involvement orientation of 5,550 employees, selected 
from 20 countries. The empirical relationships among 
these variables are calculated via regression and discrimi- 
nant analysis. Results indicate a strong effect of occupa- 
tion on work orientation, even after controlling for cul- 
tural attributes such as language and ethnicity. 


A significant body of literature has been accumulating on the relation- 
ship between cultural attributes and the resulting work orientation of dif- 
ferent cultural groups. Most of tliis research operates from the implicit as- 
sumption that cultural characteristics, norms, and values determine the ex- 
pressive and instrumental meaning of work (England, 1979). Some of the 
most commonly used cultural attributes include the history of a given society 
(Haire, Ghiselli, & Porter, 1966; Malinowski, 1960); language (Hoebel, Frost, 
& Spencer, 1976; Whorf, 1956); religion (Terpstra, 1978; Weber, 1958); polit- 
ical system (Blake & Walters, 1976; Huntington, 1973); ethnicity (Katona, 
Strumpel, & Zahn, 1971; Myrdal, 1968); general economic level (Greenwood, 
1974; Harbison & Myers, 1960); and geographical propinquity (Haire et al., 
1966; Schaupp, 1979. 

Unfortunately, there has been little cross-cultural work on the influence 
of common occupational experiences on work orientation. This is surpris- 
ing in view of the large amount of theoretical and empirical research in the 
United States postulating a high correlation between type of occupation 

and the importance assigned by incumbents to different work aspects (Blair, 
1964; Centers & Bugental, 1966; Cummings & Elsalmi, 1968; Friedlander, 
1965; Gomez-Mejia, 1983; Mortimer & Lorence, 1979). The present paper 
presents an empirical study to close this research gap. The relationship be- 
tween occupational membership and the importance attached to different 
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work aspects will be measured on a sample of 5, 550 employees, selected 
from 20 countries, working for a large inultinational corporation. The work . 
orientation measures include three sets of scales—task related, contextual, 
and job involvement—previously validated in all 20 countries (Gomez-Mejia, 
1983). The empirical relationship between the independent and dependent 
variables will be calculated via regression and discriminant analysis while 
mao for er attributes such as language and ethnicity. 


Conceptual Overview 


: The "classical" model commonly used to —— the Observed relation- 
ship between occupation and work orientation relies on the concept of need - 
(Alderfer, 1977; Maslow, 1963; McClelland; 1961). This view asserts that 
people have needs, jobs have characteristics and provide certain rewards, 
and the importance assigned to different. work aspects results from their 
conjunction. These need satisfaction models emphasize individual disposi- 
` tional explanations for work orientations based on the need deficiency- 
activation formulation rather than socialization factors. | 

The need models havé been criticized in recent years for oversimplifying 
reality (Shaw, 1980; Weiss & Shaw, 1979). Besides the philosophical con- 
troversy of specifying a number of needs and their interrelationship, the 
need models do not adequately consider the influence of the social context 
in affecting individuals’ perceptions via an attribution process (e.g., Salan- 
cik & Pfeffer, 1978), nor do they take into account the reinforcing effect 
of occupational experience in molding/changirig work orientations over time 
(e.g., Mortimer & Lorence, 1979). | 

A more recent formulation used to explain observed differences i in | work 
orientation by occupational groups is the social processing of information m 
model, which focuses on the socializing. effect of an individual's occupa- 
tion or type of work (Salancik & Pfeffer, 1978; Shaw, 1980; Weiss & Shaw, 
1979). The social information perspective approach proceeds from the fun- - 
damental premise that individuals, as adaptive organisms, conform their 
attitudes and beliefs to their social context. An important source of infor- 
mation is the person's work environment. The work environments that char- - 
acterize various occupations are likely to shape attitudes and values because 
they: (a) provide-cues that individuals use to construct. and interpret events; 
(b) provide information about what a person’s attitudes and opinions should 
. be; (c) provide direct construction of meaning through guides to socially 
acceptable beliefs, attitudes, and acceptable reasons for actions; and (d) allow 
individuals to use their own day-to-day behavior to “enact” or construct 
reality by cognitively evaluating the dimensions of their jobs or task envi- 
ronment. Under this view an. employee's occupation is a significant deter- 
minant of the individually expressed views about the strength of preferences 
for vàrious work aspects, or what is judged to. be good, proper, desirable, 
and worthwhile in the work environment and the nature of work. 


708 “Academy of Management Journal | December 


It should be noted that the "social processing" position does not per se 
contradict the need-deficiency hypothesis, nor should it be seen as a substitute 
of the need models. The need models are not really concerned with the im- 
portance assigned to all work aspects, but rather with those aspects that 
are directly related to the level of satisfaction or dissatisfaction with basic, 
universal needs, such as maintenance and relatedness. In a sense, the need 
models can make specific predictioris pertaining to specific dimensions (e.g., 
intrinsic factors), given the level of satisfaction/dissatisfaction with some 
underlying needs (e.g., physiological needs). The social context model is more 
generic and shows less directionality i in its prediction/explanation of work 
orientations. The central postulate.is that individuals in a given occupa- 
tion, job, or work group would share more values in common than would 
those in different occupations, jobs, or work groups because of the degree 
of m in the social settings. 


Hypothesis 


In view of the number of studies documenting the relationship between 
occupational level and work orientation in the United States, and the in- 
fluence of occupational membership on perceived task characteristics, it is 
surprising that most researchers who have studied work orientations cross- 
culturally have igriored occupation as an explanatory variable for the dif- 
ferences found or have (more frequently) failed to control for this variable 
in their sampling. 

This study postulates that the importance attached by émployees to various ! 
work aspects is universally contingent on occupational membership. Mem- 
bers of an occupational group would share similar work orientations be- 
cause incumbents would perform:similar tasks and would share a similar 
social context (Salancik & Pfeffer,.1978; Shaw, 1980; Weiss & Shaw, 1979). 
As a result, one would expect greater commonality among individuals in 
the same occupation across different cultures than among individuals in 
different occupations within the same culture. In testing this hypothesis, 
it is implicit that cultural factors (e.g., language) are "controlled for." That 
is, cultural attributes are likely to be related to the same variables in a func- 
tional manner; therefore, cultural characteristics must be taken into account 
in order to isolate.the distinctive contribution of occupation in explaining 
the importance assigned by employers to different work ace across dif- 
ferent countries. 


l ed 
Sample / 
A sample of 10,000 employees (all natives and living in their country of . 


origin), chosen via a stratified random sample approach from a large multi- 
national organization, was selected for this study from 20 different countries 
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in 5 continents. Of these, 56 percent (N— 5,550) completed and returned 
the paper-and-pencil survey during 1978-1979. All respondents were full time 
employees of this multinational corporation. Employees who were foreign 
assignees and those who were not citizens of the country in which they were 
employed comprised less than 2 percent of each country's sample and were 
| excluded from the study. The country samples included representatives from 
nine major occupational groups, ranging from factory workers to managers. 
A breakdown of the sample according to country, occupation, and other 
demographic characteristics appears in Exhibit 1. .- | 
Because all respondents came from one organization, technology and mai- 
agement structure were relatively constant from country organization to 
. country organization. Moreover, most individuals were subject to the same 
corporate policies and practices. The multinational business corporation 
studied employs people located in many subsidiary locations around the . 
world. These sübsidiaries have comparable organizational structures, use 
a similar technology, and market the same type of products and services; 
yet they remain under strong local management control and are regulated 
by the laws and policies of the nation in which they ; are located. The organiza- 
tional setting, therefore, provides a unique opportunity to collect dáta on 
a controlled and systematic basis from a well-defined work environment 
and employee population. ` 
: Use of a multinational employee sample actually helps to control for con- 
founding variables in cross-cultural research, but it has a. disadvantage i in 
‘that it is difficult to determine to what extent the organizational work force . 
. is representative of the entire society. ‘On the other hand, a close correspon- 


." dence between sample parameters and-the entire society, though ideal, is 


extremely difficult and costly to achieve (England, 1979). -As argued by. 
Greenwood (1974), Griffeth, Hom, DeNisi, & Kirchner. (1980), Schaupp d 
(1979), and Sirota and Greenwood (1971), the advantages of using one 
organization. in cross-cultural: management . research (ie, control and 
systematicity in organizational settings)-may actually outweigh its disad- 
vantages pone pitfall that the. binging may aa Une generalizability), 


D 


Measures ot Work Orientation - US ! we 


"The survey tool consists of 14 ieni measuring is ROBO Ses assigned. 
by workers to a variety of work-related aspects. The survey was developed 
over a 10-year period and was continuously refined (over successive admin- 
istrations to thousands of employees i in the-United States) by a full time 
professional staff in a large corporation (Gomez-Mejia, 1983). The task re- 
lated scale measures the importance assigned by workers to such intrinsic 
‘factors as responsibility, autonomy, ability utilization, accomplishment, and 
challenge. The contextual scale, on the other hand, measures such extrinsic 
.aspects as working conditions, company policy, company réputation, hunian 
relations, personal attention, compensation, and job security. The job in- 
VOCE scale measures the extent to which work is an important part 
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Exhibit 1 
. Research Sample Composition 
(N= 5,550): 
Country . N Education 
A iriti E E E EE 490 Some high school .................. eese. 616 
2. AUSLTIE aod es seed EROR C PEORES 63 High school graduate .................. ,396 
A apum A EE boas ae OR ec ease da AUN college or trade school ........... 2,124 
BIZ Loos io dv iei eV eee ieee hs il llege graduate ........... cece cece eens 
5. DONMALE Rois oss eka OP Reds 58 Graduate/ say school . 2... cvs 604 
Noch "ER 161 UNKNOWN 4426255050. deca cee ve ve 64 
T ETA ao tino ese NETEN EE EAREN 
8. Greece coco oc naw hse AWO odascsers 62 Sex 
Istüel. o hte obi eel aa Ud S MES C c 2,981 
IO: Laa. OARE E EEE E de 1,063  Female................ eese 2,134 
11. Netherlands «oso oo er ania s 117 UBKnDOWD «ccce omoi SE 5 
12. New Zealand .............sseeeeeeees > Age 
13, NORWAY vvv ka wax NCC T Ege cioe 
14. Portugal..........eeceen eene 99 Less than 25 years... eene 1,353 
15. South Africa... e. cesse cene 118 A oid I nol 
16. Sweden. iive cr per re Ru 48 YEATS «ccs eccerecccsceseressaoes , 
T Switzerland Laden d are oU n STH Gia, 
j9. Uned kiagdom i LOUISI dua More than $9 yea’ 34 
20. United States ......cescescncccences 2343 ce a I tied 
Unknown «60Gb a oh ores kee CY 2 Years in Present Occupation 
pes yon e EU DU M 1,022 
Clerical offie «eoe e RR E PEREAT 761 4 1 
a UNDA ME 1,692 ped T———— (gt 1376 
eva Pod been vidua dpi Ree. 34 des rM 
Field technician... OOL AN a OEE E a ione m 
, R T 396 OWN oe eee reece nee nsen scenes enon 
Programmer/Analyst......... eee a Language " 
crga MON rM occa N 
Sales/marketing.............. ese :273. German/Danish ........ 0.0.0 cence renee 379 
Unknown ........ esee nnne Oe Prio oos abu do IR au Tas e ge 
i UE PT 
Ethnic Origin | Enpliili Loos cres nore O . -3,364 
TED ree Portuguese oo... ene nenne 217 
BA e eea UU E A E O ET 
Germanic ...... leen Be. “Chinese NM SI ME 71 
Central European ........ eene 7 KOPAl on Doe E S AR EDD aov Kd 1,063 
Ori alto e oe de KAP I ,193 Historical Background | 
Jéolilis oosnd e Serata lebte euis s 210" Clue 15. ioo 4o ERE OE QT RE ERA 136 
"Qi SERERE TI TIE CH 2 icc ow dasn aio deli eNO 426 
UnkdoWlh 4.23465 si o ea USE 708 Cluster d..2 eos do euer yt ENTE RR 3,294 
eiui "-—-———— — —X anos i 
Geographical Área USED S. coro ERRARE PR AGENCE EA 
Northern Europe........ eee 8606 Cluster 6... ioocooo rv ere ERI 1,134 
Central Europe ............ een Cluster T. ooo RARE UU CER Sis 153 
Southern Burope.......... een nn n nn 
CAELI MERE 1,134 Religion 
Middle Bast .......... 0c cece nn n n 9} Lautheran............. nnn nn 251 
South America .......ceee nnn 118 Anglican... 0... cc ee eee r eee nnn A 
Pacific uec ss ce os eR DD TEE 5 utes oneri PDA E 
Ad ee eau 119 Other Protestants isis T6 
America. cs dene ta oeiras 2,343  Catholic....... een n nnn 
ada Greek Orthodas iier "160 
Political System Jewish o csniues ctw ac T 2: 
rne aere coe nodi EE EET 587 Confucian ee 
MEORUM. SE 3,612 Buddhist tiada «snes serere inen dh 
ndo dare pe dictatorship ........ 1,351 UnküoWl i229 Sessa tees 
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of the employee's life..For each work aspect, employees were asked to indi- 
cate how important it is to them, using the following response format: “On 
my ideal job, how important is it... ": (1) “Not important”; (2) “Somewhat 
. important"; (3) "Important"; (4) “Very important”; (5) “Extremely i mpor 
tan 35 

The entire instrument was translated from English into other national 
languages by a team of professional translators, and then back-translated 

‘into English by another team of professional translators (Gomez-Mejia, 

.- 1983). This process helped ensure the cross-linguistic validity of the instru- 
ment. The scales were cross-validated i in each of the country samples. The 
results of this analysis indicated that (a) different psychometric procedures 
(internal consistency analysis, fáctor analysis, and convergent validity) all 
-supported the pan-cultural validity of these measures and (b) these three 
. scales could be used as separate.dependent variables across the 20 country 
samples. (The statistical results of:the-validation phase cannot be presented 
here because of space limitations. A validation report may be obtained by 
contacting the author.) | 

The task related measure correlátes .25 with the contextual scale and .45 
with job involvement. In turn, job involvement correlates .34 with the con- 
‘textual variable. 


Measures of Ocenpations! Membership 


On the questionnaire, each individual was "— an occupation. code. 
All subsidiaries use.a standard: classification system to assign occupation . 
codes. This permits world-wide uniformity in job descriptions so that, for 
instance, the job qualifications, duties, and responsibilities of a production 
worker in Korea closely correspond to those of. other production workers 
throughout the. corporation. The resulting sample distribution by occupa- 
tional groupings can be, found i in mE l.. | 


Messen of Cultural Variables r 7 * 


_. Based on a review of the aeiio literature, several variables were 
selected to “control” for cultural attributes. Individual cultural characteristics 
for the entire sample, (ie, religion, ethnic origin, and language) can be found 
in Exhibit 1. The remaining “macro” cultural variables were codified using 
the following classification scheme: ©. - 

. Geographical Area. A code was assigned to each individual case using 
`a standard geographical classification (Haire et al., 1966), as shown i in Ex- 
hibit 1. 3 
. .. Political System. There i is no a standard = which to classify the 

political system of individual countries. However, there seems to be general 
agreement that political systems can be broken down into a broad taxonomy 
| based on the type of "m structure (Holesovaky, 1978), as indicated 
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in Exhibit 1. . Using this trichotomy, each case was cae a score | based 
_ on the type of government structure in his/her homé country, - 
Shared Historical Background of Society. The 20 samples were subdivided 
into 7 clusters, each of which is composed of countries with a very strong 
historical interaction. For each of these clusters, the countries are either de- 
scendants of the same national entity or have a long history.of mutual re- 
lationships (e.g., political domination, alliances). These seven clusters include: 
1: Sweden, Norway, Denmark: , - 
—. 2; Germany, Austria, Switzerland, Netherlands, South ‘Africa 
3: United Kingdom, n DEN Zealand, NUNC | 
4: France, Belgium 
: $: Portugal, Brazil 
6: Korea, Taiwan: 
7: Includes remaining two countries mes and Israel) that could not . 
be meaningfully classified into any of.the previous: clusters. 

Given his/her country sample, each empor was assigned a Popon 
ing cluster code. | 
Level of Economic Beveloment This. variable was measured by the per 
capita gross national product of each nation. : 


Analysis 


The linkages between occupational membership and the work importance 
scales, while controlling for the cultural attributes, were measured via multiple 
regression and discriminant analysis. a 

Regression Methods. Separate régression e io were ‘used to analyze 
the relationship between each dependent variable (task : related, contextual 
and job involvement scales), with. occupational and cultural: attributes. First, . 
all predictor variables were regressed without a predetermined order, whereby E 
variables were included sequentially into the equation. based on the réspec- 
tive contribution of each predictor to explained variance in the dependent. 
variable. This standard regression procedure does not assume à definite causal 
ordering among the variables, and therefore would empirically identify the 
most powerful predictors of work. orientation, Second, a stepwise regres- 
sion was calculated whereby ihe cultural variables were entered first, and . 
occupational membership was included in the last step. This regression was 
used to show the unique marginal contribution of occupation to work orien- 
tation in terms of AR?, after the cultural control variables had previously 
been included into the equation. 

Third, separate regression equations were calculated between cultural vari- 
ables and each of the dépendent variables by occupational group. These 
analyses were used to determine the extent to which the potency of cultural 
‘factors may vary by type of occupation. For example, cultural characteristics 
may be more powerful predictors for managerial jobs (which are less con- 
strained by technology than production jobs). Alternatively, because Amer- 
ican Managemen ane ‘and prp might dominate. this corporation's 
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l policies/practics, on one may find that culture would be less i important at that 
eve 

= Theré are two alternative methods for coping with the problem of assigning 

: ' numerical values to categorical variables, dummy coding,. and the use of 
reciprocal averages (Dawis & Weiss, 1968; Weiss, 1963). To check for any 
. potential bias of the reciprocal averages procedure versus the dummy coding : 
method, three cultura! variables (ethnic (ethnic, religion, and language) were scored, 
. in turn, by both of thése methods. Separate regression equations then were 
. computed for these variables against the task related scale. This analysis 
indicated that both scoring methods led to essentially identical results; The 
R? for the dummy coding method was .079 (R=.281) versus R2—.073 
(R=.27 1) for the- reciprocal averages method. The orderings of the three . 
'. cultural variables in terms of AR? were identical for the two methods; the 
.. only differences found in AR? were at the third digit after the decimal 
point. No differences were found for the level of statistical significance, 
Although the use of dummy coding would be appropriate for scaling cate- 
i gorical variables in a regression equation when the number of variables/cate- 
: ~ gories is small, it is not a viable procedure when dealing with a large number 
.. of variables/categories such as in this project (Dawis & Weiss, 1968; McCann 
. & Gomez-Mejia, 1982; Weiss, 1963). Problems in interpretation, computa- - 
tion, and reliability would render this procedure inappropriate for present : 


: pürposes. Because of these problems, reciprocal average scaling was:utilized : - 


T in this project. This procedure. scales each interval of each predictor accord- 
` ing to the magnitude of the mean score on the criterion for those individuals: 
| whose predictor scores fall in that interval of each predictor (Dawis & Weiss, 
- 1968; Hoyt & Collier, 1953; Mitzel & Hoyt, 1954). 
. Multiple Discriminant Analysis. Discriminant analysis was: used to classify 
each individual by categorical variable, given the task related, contextual, | 
and job involvement scores. A separate discriminant analysis procedure using 
- the direct method (Statistical. Package for the Social Sciences, 1977) was 
. conducted for each nominal variable. The classification accuracy of this’ 
- method is assessed: by the “hit rates” or the percent correspondence between 
actual and estimated group: membership for each variable. Because indi- 
2 viduals would be classified intoan estimated group membership for each ` 
- categorical variable, there was:no need to develop a numerical scale for each 
of these variables. Therefore, in addition to the classification information 
. offered by. discriminant analysis, this method provided a eae double- 
check on the reliability of the regression procedure = 


_ Results 


Each of the standard regression equations "NR when Ass are not 
entered in.a predetermined order), against the task related, contextual, and 
job irivolvement scales appears in Table 1. The separate standard regression 
. equations foreach set of variables (cultural, occupational, and mixed) are 

summarized i in Table 2. The grids AR? when np a | 
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- Table 1 A 
Variables Contributing to Standard Regression on Task Related, 
| Contextual, and Job Involvement Scales* 








(N= 5,550) 
Variables R R2 AR? Simple + 
Task Related Scale 
Occupation 369 136 369 
Geographical area 386 149 013 263 
Ethnic origin .393 155 012 232 
GNP è .396 157 231 
Language ! .397 158 001 246 
Historical background .399  . - 159 001 246 
Religion .399 | 159 000 246 
. Government. A00 ^7 0 160 001 247 
! Contextual Scale 
Occupation .361.. .130 .130 .361 
uum a m Ro 2 
421 177. .018 .291 
GNP i 422 vs 0 .178 .001- 271 
Ethnic órigin 422 .178 .000 235 
Geographical area 423 .179 .001 . 238 
Government - 423 © .179 000 ` 212 
Historical background .423 .179 .000 234 
Job Involvement Scale 
Occupation . .377 x .142 142 377 
GNP . ; .387 .150 008 
Historical background 391 153. 003 230 
Language . .392 154 001 217 
Government .394 .155 001 179 
Religion 394 .155 198 
Ethnic origin 395 .156 001 114 
Geographical area 395 156 000 1 
“All coefficients and ab ee alias ae significant at ps .05. The order of inclu- 


sion in equation is determined by the respective contribution of each variable to ne 


is entered last using siden ee on also is shown in the lower half of 
Table 2. 

By examining these tables, it becomes evident that occupational mem- 
bership is an important determinant of all three work orientation scales. 
As can be seen in Table 2, the occupational membership equation accounts 
for much more variance than the cultural equation (13.6 percent vs. 7.8 
percent on the average). The standard mixed equations in Table 1, which 
include all variables without a predetermined order of entry, indicate that 
occupation is the single most important predictor of work orientation. This 
_ is not surprising: occupation exhibits the highest bivariate correlations with 
all three dependent measures. When the stepwise regression mode is used, 
so that cultural variables are entered first, the AR? obtained by including - 
occupation in the last step results in approximately a doubling of the variance 
being explained by cultural factors alone (see lower half of Table 2). 

Table 2 also summarizes the results of discriminant analysis by extract- 
ing the “hit rates" for each categorical variable from the-diagonal of the 
classification matrices. (The separate matrices are not included here because 
. of space limitations.) The actual (observed) hit rates are compared to the . 
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2077 Table? > - | 
- Summary Table of Regression: ‘and Discriminant Madii for 
` Cultural, and and. Occupational Variables* 











| WS, 550) | 
gres um 
"ALMA 1 
Task Related Contextual Involvement over Random ' 
. . Equations R R R R R R?  .HitRates 
Cultural variables only `- =~ m 073 am. 097 251 063 -~ 2970 
Occupational variable only, — l 361.130. 377 142 264.44 
-. combined - e oN E 400 ^.159  .423 ..179 .395 .156 > 238.07 
tion o to step- ] ge t^ 
wise regression ( variables 
ed first) - AR1-.086 © AR?=.082  AR1-.093 


tinuous PERI i: E 

TT (random) hit. rates, à 80 that the percent improvement over chance 

(PIOC) can be assessed for each categorical: variable (Gomez-Mejia, 1983). 

_- The discriminant results in Table 2 strongly corroborate the findings of the 

A regression method. Occupational membership shows a higher PIOC than 
^ thecultural control variables, either sirigly or as an average across all vari- 

| ables. "E 

T . Table 3 shows the regression coefficients for the cultural equations hen 

| these were calculated within each DCCUBSHORAN sample. The. aaa 


| : | "Table 3 mE 
= Regression Analysis of Cultural Variables by Occupational Group 
Reqesson Resuls for 
Work Orientation Scates 
z i | ... Job 
Cultural Equations by Occupational Level R R: R RP. ROR? 
- Managers and administrators (N=971) ' . 256 .066. 268 .072 .221 049. 
Professionals and technicians (N= 2,087) - .227 ` .052  .281  .079 219  .048 
. Clerical/office. workers (N— 761) . .278 ..077 ..297 ..088  .263  .069 
" -Production/ bur rr .328 — .107 ..379  .143 .309  .095 
pation to stepwise regression ( E ; 
pation entered first) (N=5,550) : AR2=.014 AR? =.031 AR? = 021 
I Ties a a a a a thas e Sere a BS OCCUR 
1. Abe separi eee a Cau ons agane Oe Nore OTa T a one 
characteristics as independent variables upper portion of al). 


-2e regression coefficients were significant at p= 001. 
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variance attributed to cultural characteristics tends to be greater at the lower 
end of the occupational spectrum, namely for clerical/office workers and ` 
production/factory workers. On the average, the R? for these groups is .035 
higher than the R? for managers/administrators and professionals/techni- 

cians. The AR? attributed to the interaction effect of culture and occupa- 
tion for the entire sample averaged .022 across tlie three dependent variables. 


Discussion and Conclusions 


A critic may argue that the findings reported here simply elect certain 
aspects of culture. Apart from this argument in seniantics, in which culture 
may be defined as an all-encompassing construct, the important message 
of this paper is that occupational characteristics are uniformly predictive ` 
of work orientation. Whether those occupatiorial characteristics are labeled 
“socioeconomic” or "cultural" in no way reduces the value of identifying 
the relevant variables explicating the importance assigned by workers to 


| Table 4 ; 
Mean Distribution of Work Orientation Scales by 
Occupational Level for Selected Country Samples! 





| Managers and | -Professionals — Clerical/Office Production/Factory 
Country Scale Administrators and Technicans ^ — Workers... Workers 
Australia . TR 4.5 14.3 .3.7 . 3.4 
CT . 3.9 3.8 4.1 4.0 
2 JI 4.4 42 3.6 3.2 
: Brazil TR - 4.6 42 3.9 3.6 
CT 3.5 .. 3.6 4.1 A43. 
JI 4.4 4.2 3.7 3.1 
France TR 4.3 4.1 3.4 503,3 
CT 3.7 3.9 4.1 4.2 
JI 4.6 4.1 3.9 3.7 
Israel TR 4.7 4.4 4.0 3.8 
CT 4.1 . 4.3 4.4 4.5 
JI 4.6 4.1 3.8 3.4. 
Korea TR. 4.3 . 4.1 eee 3.1 
| CT 3.7 3.6 4.2 4.3 
JH. ^ 4.6 4.4 3.7 3.5 
Netherlands — TR | 41 4.3 038- 3.9 
l CT 3.9 3.8 | 42. 4.4. 
o : JI. 4.4 4.2 3.7 ‘ 3.6 
Portugal TR 4.7. 4.3 3.9 3.2 
CT 4.1 4.0 --4.3 4.5 
. JI 4.6 . 44 . 3.8 3.4 
South Afrka TR 4.2 4.4 3:6 3.8 
, CT 3.6 | 3.9 4.2 4.4 
JI 4.5 4.4 3.8 3.4 . 
Great Britain TR 4.4 4.0 3.5 3.4 
CT 3.6 3.4 4.] 4.3 
JI 4.5 4.7 3.8 3.5 
United pines TR 4.3 4.1 3.9 3.7 
: CT 3.8 . 4.0 4.1 4.3 
JI 4.2 ) , 4.0 3.7 | 3.5 


SITO conie wath the largest sempe sizes are induded 1a E abie Ead ocempasional cohort 
includes 30 or more cases for each country. The task related (TR), contextual (CT), and job involve- 
ment OT) Scores reported ip the matrix consist of the averase scale valies 10r gacho the corresponding 
samples. 
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different Work aspects. AS cu be seen in Table 4, PTUS Scores 
by occupational level is remarkably similar across diverse country samples, . 
. and is quite consistent with that found in conventional studies of U.S. workers 

(Centers & Bugental, 1966; Friedlander, 1965). Overall, the task related and 
job involvement orientation of workers increases as a function of occüpa- 
tional level; a contextual orientation tends to be more pronounced at the 
lower énd of the occupational. 'spectrum. 

This study also suggests that cultural factors tend to be less predictive 
of thé work orientation of managers than of rank-and-file workers. Several 
factors may contribute to this. American management training, philosophy, 
. and policy are more likely to have a direct and unifying effect at that level. 
‘Local workers assigned to managerial positions also are likely to be carefully 
screened to fit into the company model. Lastly, managerial and professional 
| Staff are more educated, and occupational norms tend-to be more salient 
at that level (Mortimer & Lorence, 1979). Whatever the reasons for these 
. findings, the data suggest that: culture may have a differential impact by 

occupational level. - | 
`- Many of the cróss-cultural differences i in work orientations described in 
the literature may be artifactual, the differences attributable to variations 
. in the occupational distribution. among the research samples rather than 

. to.any inherent cultural characteristics. Perhaps many of the differences at- 
„tributed to a cultural effect may have disappeared if samples with similar. 

-occupational characteristics had been. carefully matched and compared cross- 

culturally. 

Given the aded use of importance ratings in attitude; surveys, both 
by domestic and multinational companies, this study indicates that appro: 
 pri&te interpretation of this data. requires that occupational norms be avail- 
able when making international comparisons. For example, the author once 
encouritered a senior vice president of a large corporation arguing that em- 
ployees in the Korean plant favored job security over rapid promotions be- 
cause of their Confucian background. A computer program developed as 
part of this research quickly showed that workers in the Koreari operation 
‘were very similar in their work orientation to European and American em-. 
ployees working in-production facilities (94. percent of Korean employees - 
were production personnel!). Obviously, inappropriate interpretations. of 
survey data can lead to faulty policies based on erroneous (and onm stereo- 
typical) assuniptions. a 

The findings reported here.may be used to generate and test additional 
hypotheses regarding the impact of occupational membership on work orien- 
tations. The international data used in this study were cross-sectional in 
nature. Therefore, even when the data attest to the impact of occupational 
" experience on work orientations, it is not possible to isolate the relative ef- 
fect of the occupational experience from the self-selection factor on the de-. 
pendent variables. The occupational experience. hypothesis would argue that 
-occupations “mold” the work orientation of individuals. The self-selection 
hypothesis, on the other hand, would argue that persons choose their work 
on the basis of already formed psychological characteristics. To the extent 
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that — orientations are formed relatively early in life, before the com- 
pletion of formal education and before entering the labor market, they may 
. persist. throughout the work history of an individual. Although the occupa- . 
tional experience hypothesis has been: confirmed in two large scale longitu- - 
dinal studies in the United States (Kohn & Schooler, 1973; Mortimer & : 
Lorence, 1979); such a hypothesis has not been tested on an international 
sample. Unfortunately, the limitations of the data used in this research do 
not allow one to measure both the occupational and self-selection effect 
on work orientations. To be able to separate these two effects necessitates 
the use of a longitudinal study that measures work orientation changes Over 
time. Such a study would require that: (a) work orientations are measured 
early in life; (b) these attitudes then are related to occupational selection; 
and (c): work orientations are monitored over time to observe how experiences 
encountered at work influence the importance assigned to the same work 
aspects. In spite of the difficulty and the costs of obtaining such data, only 
an international longitudinal study can elucidate in unambiguous terms the 
processes through which childhood socialization, work experiences, and work 
orientations are interrelated over time. -` 

In cross-cultural research, extraneous variables. often pannel be adequately 
controlled. In this study, the groups were all considered to be comparable 
across national boundaries because they all were selected from the same: 
international organization, with a similar technology, and. comparable job. 
titles and functions within the organization. The standardization, transla- 
_tion, and sampling procedures used permitted an investigation beyond.the 
traditional two-country or “convenience sample” comparisons. typically re- 
ported by most cross-cultural research in this area. All employees surveyed : 
were natives of each country and with the exception of managerial.and pro- 
fessional personnel,. they were not likely to have traveled extensively, be deeply 
influenced by corporate policy, or be directly socialized by "foreign" values. 
In other words, a multinational organization permits better control for or- 
ganization, technological, and general environmental conditions. At the same 
time, the use of one organization has some disadvantages in interpreting 
results. Perhaps the resulting data patterns are partly.a function of the rel- . 
atively homogeneous organizational conditions and may not be representa- 
- tiveofthe workers from each of the selected cohorts. The question of unique- 

` ness or “organization specific findings” can be answered only by further 
replicating. this.study in other organizations across the various countries. 

Although this paper isolated several cultural attributes that. have been sug- 
gested as relevant in their effect on work orientations, no attempt has been 
made to.develop an integrated cultural model. Rather, these variables (e.g., 
language) have been used as control variables to reduce the likelihood that 
the coefficients of the occupation Variable are biased because of omitted 
variables. As a whole, most of the existing cross-cultural. management lit- 
erature has emphasized culture as an independent variable in explaining work 
values. However, the literature tends to be inductive and descriptive, and 
cultural characteristics are very loosely. pene Although the cultural 
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measures used in this research showed a rts modest éffect on work ori- 


. entations, it does not follow that the concept of culture should be'ignored 
as an important independent variable in its own right. Rather, the author , 


feels that investigators in this area should devote móre attention to developing | | 
a coherent cultural model of work orientations that (a) delineates major - 
cultural attributes affecting work orientations, (b) explains why these at- 


tributes are likely to affect work.orientations, (c) isolates specific cultural 
. variables to operationalize the ‘construct of culture (e.g., language), and 


(d) allows one to make predictions and generalizations pertaining to specific 


- cultural attributes and how they are linked to particular WOrk orientations 
in combination Win occupational characteristics. 
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| Agreement of psychological climate perceptions is pro- 
posed as a basis for a composition theory of aggregate 
: climate. Climates based on agreement, termed “collective 
climates,” are shown to meet several requirements for con- 
struct validity including internal consistency, discrimina- 
tion, and predictable relationship to relevant criteria. Per- 
sonal and setting characteristics related to membership | 
in collective climates are determined. - 


koader havè come to partial agreement concerning the meaning of - 
organizational climate: At the iridividual level; climate has been defined as 
a summary perception of the organization's work environment that is descrip- 
tive rather than evaluative in nature (Gavin & Howe, 1975; James & Jones, 
1974; Joyce & Slocum, 1979, 1982; Payne, Fineman, & Wall, 1978; Schneider, - 
1975; Woodman & King, 1978). There is less agreement concerning whether 
these individual perceptions may be aggregated to represent the climate of 
a group or larger unit of analysis. Studies of aggregate climates.have exam- 

ined climates based on membership in formal organizational units (Drex- 
. ler, 1977; Gavin, 1975; Gavin & Kelley, 1978; Howe, 1977; Jones & James, 
1979; Newman, 1975), hierárchical position (Schneider & Snyder, 1975), and 
demographics (Schneider, 1975). No basis for aggregation has been consis- 


tently supported (James, 1982; Schneider & Reichers, 1983). Further research . 


is necessary because of the presumed relationships between aggregate cli- 
mates and organizational, subunit, and individual performance (Field & 
. Abelson, 1982; Jones. & James; 1979). . | 
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The purpose of this study was to research the validity of aggregate climates 
based on agreement of individuals’ psychological climate scores. James has 
convincingly argued that although the relevant unit of analysis for a theory 
of climate is the individual, "aggregate climate perceptions may provide a 
powerful explanatory and predictive tool” (1982, p. 221). The usefulness 
of an aggregate climate concept is that it allows the description of organi- 
zational settings in psychological terms, yielding “an understanding of how 
individuals in general impute meaning to environments, and especially, how 
individuals will respond to environments" (1982, p. 220). Obtaining these 
benefits requires that agreement among individuals’ climate perceptions be 
demonstrated prior to aggregation to a macro level of analysis (James, 1982; 
Roberts, Hulin, & Rousseau, 1978). Climates based on perceptional agree- 
ment will be termed collective climates here to make clear that they refer 
to aggregate climates that do not necessarily ENEUAD formal organizational 
units, divisions, or work groups. 


Review of Aggregate Climate Research 


. A considerable amount of research has addressed the validity of various 
types of aggregate climates. A number of methodological criteria have been 
employed including: (1) discrimination, or demonstrable differences between 
mean perceptions between climates (Drexler, 1977; Howe, 1977; Newman, 
1975); (2) predictable relationships to organizational or individual criteria 
(Pritchard & Karasick, 1973); and (3) internal consistency, or agreement in 
perceptions within aggregate climates (Howe, 1977). It is important to note 
that this third criterion has not been used as a basis for pooling — 
ical climate scores to forin a measure of aggregate cimate. Aggregate cli 
mates have been formed on other bases, such.as work group membership, 
and only then were examined to see if these climates were internally consis- 
- tent. As long as climates are based upon such a priori groupings, the ques- 
tion of the reliability of the climates must be addressed prior to any specula- 
tion concerning relationships between climate and various criteria. Jones 
and James note that methodological limitations suggest that judgments con- 
cerning the validity of a particular aggregate climate concept "should rest 
' on more than one" of the criteria (1979, p. 208): Logically, all three must 
be satisfied to provide consistent indication of construct validity. Repre- 
sentative studies of aggregate climates therefore may be conveniently grouped 
into those using one, two, or all three of the above criteria. 

When only one criterion has been used, it often has been discrimination. 
Drexler (1977) utilized a composite climate measured from the Survey of 
Organizations (Taylor & Bowens, 1972) to study discrimination in climate 
perceptions among 21 organizations and 1,256 groups. Drexler found sig- 
nificant differences among the 21 organizational climates, as well as among 
subunit climates based on membership in functional specialties. Drexler's 
study supported the validity of organization climate with respect to criteria 
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- for ited Itis s possible, however, that Drexler's results are overstated 
as a result of aggregation bias:(James, 1982). 

: Most studies of aggregate climates have used two criteria in assessing valid- 
ity, ‘but these criteria have varied. A range of such studies is represented ` 
by work done by Pritchard and Karasick (1973) and Howe (1977). Pritchard 
: and Karasick utilized criteria of discrimination and relationship to perfor- 
mance in a study of a national franchising chain. They aggregated individ- 
_uals’ climate scores by sales region, and then correlated these scores with 
measures of the region's economic performance. Aggregate climate scores 
also were contrasted for two organizations determined to have different cli- 
mates by an independent team of psychologists. Results supported the use - 
| of aggregate climates based on sales region. ` ` 

Howe (1977) researched work group climates by examining the indepen- 
‘dent contributions of subject and group effects to explained variance in cli- 
-mate perceptions. Using a randomized block analysis of variance design, 
he directly assessed the construct validity-of group climate in terms of both 
internal consistency: and discrimination. He examined 16 dimensions of cli- 
mate. Significant:subject effects.were found for most dimensions, indicat- 
. ing little consensus concerning climate perceptions. within groups. Signifi- 


> * cant group effects were found for: only 5-of the 16 dimensions. The propor- - 


tion of variance explained by groups never exceeded 13 percent. These re- 
. sults.do.not support use of the formal work group as a basis for aggregating 
- individual climate scores. Unfortunately; Howe might have confounded.. 
" within-group’ agreement stability over time to obtain an error term for sig- 
. nificance tests. ~ 
. Jones and James (1979). report one of the. few studies using all three. of 
| the above criteria. They computed mean climate scores within divisions per- 
É forming a variety of tasks aboard 20 US. Navy ships operating in the North 
. Atlantic and Pacific. A total of 233 divisions were studied: Their results 
: indicated that aggregate climates based on divisions met all three criteria | 
` for aggregation previously. discussed; those based on ship and/department 
(propulsion; boiler, electrical, etc.) did not. Patterns of climate dimensions 
among divisions were systematically and predictably related to etusracnon : 


"^ ~ and performance. ; ” 


- "Some general: rèmarks may be made about ‘these POETE studies. 
` First; some: researchers: have relied « on only one of the three criteria described 


- above. Others have utilized soine combination of two of the three. In either 
:.- case, the resulting evidence concerning the validity of.an aggregate climate l 


` concept must be inconclusive. If each criterion is important, then logically 

all three must obtàin to provide consistent evidence of validity. ^. 

-^. Second, most researchers have relied on some form of discrimination test. 

t This generally has produced positive results. Fewer studies have shown validity 
. with respect to two or more criteria in combination. Only Jones and James. 
(1979). have shown validity with respect to all three. These disappointing 


- ` and inconclusive results may be attributed to the hypothesis testing. approach 


| pang used to research a ea climates. cas une —— 
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postulate homogeneity of psychological climate perceptions for various social 
aggregates, and then test for differences in mean climate perceptions among 
these groups. The success of this method depends on the researcher’s abil- 
ity to hypothesize a priori units of the organization within which agree- 
ment of climate perceptions are likely. The researcher then still must em- 
pirically demonstrate this agreement to provide evidence justifying aggrega- 
tion (James, 1982). Furthermore, such an approach jeopardizes the possi- 
bilities of finding predictable relationships to external criteria. If the hy- 
pothesized climates are not internally consistent: when such scores are “aver- 
aged within a work group and then correlated across work groups, a high 
correlation cannot be established because the averages have little or no reli 
ability” (Schneider, 1975, p. 468). | 
Aggregate climates also could be researched asa problem i in numerical 
taxonomic methods. Unlike hypothesis testing approaches, numerical tax- 
onomic methods first would search for similarities in climate perceptions, 
and then examine discrimination and relationship criteria. Climates would 
be based on agreement in perceptions. This would maximize the probabil- 
ity that climates meet criteria of discrimination. As similarity within cli- 
mates is maximized, similarity among them is minimized. By using agree- 
ment rather than some other hypothesized basis for aggregation, one ob- 
tains climates that automatically meet criteria of consistency and discrimina- 
tion. The efficiency and statistical advantages of this procedure are well doc- 
umented in the literature on numerical taxonomy (Anderberg, 1973). If these 
climates can be shown to affect important organizational criteria, and their 
origin can be discovered in individual and organizational factors, preliminary 
evidence of the usefulness of aggregate climates based on agreement will 
ne been provided. 
climates based on agreement of psychological climate percep- 
tions are labeled collective climates, a term intended to indicate that these 
climates do not place any restrictions on the concept beyond the three criteria 
for aggregation previously discussed. The rule for collecting is agreement 
on psychological climate perceptions. No other restrictions are required. Be- 
cause any valid aggregate climate must meet the minimum criteria of inter- 
nal consistency, discrimination, and relationship to relevant work outcomes, 
collective climate is the least constrained concept of aggregate climate pos- 
sible. It does not assume a particular basis for aggregation, such as work 
groups, regions, or divisions. 
|. A Defining aggregate climate on the basis of agreement has a number of 
theoretical as well as methodological advantages: Collective climates iden- 
tify individuals for whom the situation has common stimulus value (Pearl- 
man, 1980). This is not necessarily accomplished by a priori groupings based 
on formal organizational groups. These groupings neglect the possibility 
. that individuals within the same group perceive the work situation differently 
. because of differences in the nature of their specific jobs, differences in 
leader-subordinate dyadic interactions, and other factors, such as position. 
in the group (deviant, isolate, etc.). This is important because one would 


ete. Cet 


ai individuals who | perceive theii work environment similarly to behave 
similarly. Stern, Stein, and Bloom propose that agreement in climate percep- 
tions is important.“insofar as: attempts to identify individuals who will ex- 
hibit similar qualities-of performance is simplified by considering subjects 
for whom the press [situation] has similar stimulus value" (1956, p. -37). 

The theoretical importance of agreement for studying aggregate climate 
has been supported by every major review of the climate literature. James 
. and Jones concluded that there. “appear to be other types of situational 
influences which might be appropriately considered organizational one 
and which go beyond known situational characteristics. One example. . 
the role of consensus of perceptions of the environment” (1974, p. 1109), 
Hellriegel and Slocum suggested that a parsimonious way of assessing ag- 
gregate climate would be to “determine the degree of congruence between 
climate perceptions” (1974, p. 276). Payne, Fineman, and Wall argue that 
“many studies of organizational climate lack validity since they do not show 
an adequate consensus by which measures could be said to validly describe - 

organizations” (1976, p. 49). Finally, Schneider writes that the “problem - 

of inter-rater agreement on climate perceptions must be addressed" (1975, 

. p. 468). - 

This research studies aggregate climates defined by agreement | in psycho- 
logical climate perceptions. The concept of collective climates and the 
statistical techniques utilized to identify them maximize the probability that 
criteria of internal consistency and discrimination will be met. The specific 
criteria studied in this research are job performance and satisfaction. These 
criteria were chosen because of their general importance as work outcomes. 
Because of the exploratory nature of the collective climates concept, specific 
relationships among collective climates; job performance, and facets of job 
satisfaction are not hypothesized. These relationships are the subject of ad- 
ditional analyses. The general propositions are: — 

PI: Membership in climates formed on the basis of similarities in 

X perceptions (collective climates) will be SENMUICOMO: related to measures 

S individuals’ job performances. 

P2: Membership in collective climates will be significantly related 
to individuals’ job satisfactions. 

Underlying these propositions is the idea that collective climate may reflect 
common patterns of assigning psychological meaning to an environment. 
Collective climates may reflect similarities in cognitive disposition, struc- . 
turing redefinition or selective attention, as well as similar situational stimuli. 
Relationships with job satisfaction and performance would be expected as 
a pu of d among cognition (perception), BUE and behavior. 


. Method | 
Sample | : 


Data for this iud were collected within three e plants operated by a heavy ; 
duty truck a The plants were located in close physical proximity 
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to one another in the northeastern United States. The respondents were 220 
first-line foremen. Participation inthe study was voluntary, and the sample 
represented 81 percent of the foremen employed at the three plants. The 
overall response rate was in excess of 90 percent; however, approximately 
9 percent of the returned questionnaires were eliminated on the basis of 
partial or unusable responses, yielding the final sample of 178. 

The respondents had been with the company for an average of 11 years 
and had occupied the position of foreman for an average of 4.3 years. Over 
50 percent of the.sample had completed at least two years of college, and 
all of the subjects were male. | 

The distribution of foremen among functions within the three plants was 
as follows. Plant 1 employed 32 foremen. Of these, 27 supervised the assembly 
of truck axles; the remaining 5 foremen supervised maintenance operations. 
Plant 2 employed 32 foremen: 18 were in sheet metal fabrication; 5 in the 
wheel and axle machine shop; 4 in fire engine body fabrication; and 5 in 
production control. The remaining 116 foremen were from the third plant. _ 
This is the largest plant at the facility and is responsible for the actual 
assembly of complete trucks. The foremen were distributed as follows: heavy | 
chassis production line, 12; light chassis production, 18; frame assembly, 
18; can construction, 13; final aem 16; and production control, 49. 


Measurenient of the Variables 


The majority of the data for this study were collected using question- 
naires. The measures were administered by the researchers on company prem- 
ises during working hours, in groups ranging in size from 15 to 40 members. 
The questionnaires required approximately 30 minutes to complete. Each 
foreman was asked to sign the questionnaire for research identification 
purposes. 

Performance. Each foreman’ s job performance was rated by his super- 
visor on 15 performance dimensions (e.g., knowledge of job, quality minded- 
ness, communicates effectively, recognizes work priorities). The measure 
was developed by the host organization and normally was used for basic 
personnel functions—promotions, merit adjustment, job changes. This rating 
was conducted expressly for use by the researchers and -was not to be used 
for normal company purposes. The measures therefore should avoid sources 
of possible rater bias (halo, leniency) affecting measures of pertormanos 
when these are used for personnel decisions (Guion, 1965). . - 

Raw scores on each dimension were standardized, based on the mean and 
the variance for that dimension of the population of foremen and converted 
to percentile scores. Because these scores were highly intercorrelated, total 
performance scores were obtained by summing across all 15 items as rec- 
ommended by Nunnally (1978). This yielded a normally- distributed per- 
formance index that theoretically could range from 0 to 1500. The mean 
performance score in this sample was 757, with a standard deviation of 2m 
The internal consistency unc of this index was a —.96. 


Job p Satisfaction. Job satisfaction was measured using TM from the Job 


. . Descriptive Index (JDI) (Smith, Kendall, & Hulin, 1969). Schneider and 


| Snyder (1975) noted that Smith et al. (1969) mixed. descriptive and evaluative 

. items in developing the work satisfaction scales for the JDI. Smith, Smith, - 
and | Rollo (1974) refactored the JDI work scale and reported loadings on 

"both descriptive and evaluative factors. Because climate and satisfaction often . 

— are distinguished along precisely these dimensions. (Hellriegel & Slocum, 

. 1974; James & Jones, 1974), the possibility exists that previous climate re- 

| searchers employing the JDI may inadvertently have analyzed relationships 

`- among alternative climate measures. To avoid such confounding, the work 

scale was factor analyzed using a principal components.analysis with varimax 

‘rotation to determine if a dual factor structure. existed. Two factors were 


` „obtained. These corresponded to the descriptive and evaluative dimensions 


found by Smith et al. (1974). Only the evaluative scale was analyzed in this 


^. "research. The internal consistency reliability for this scale was a= .87. The 


dual factor structure obtained. for the work scale is confined to that scale - 
only, The other scales from the JDI used in.this research were satisfaction 


^. with pay, promotion, supervisors, and co-workers. The internal consistency 


' reliabilities of these.scales ranged from .a=.73 to a=.86. a 
‘Climate. Dimensions of climate were measured using scales developed 
by Campbell and Pritchard (1969) and reported in research by Pritchard 
and Karasick (1973) and Abbey, and Dickson (1983). Subjects were asked 
to describe, not evaluate, the climate within their. respective plants. This pro- 
cess was intended to. maximize the respondent’s use of actual experiences 
as a basis for describing a climate. Items forming 10a priori scales were - 
selected on.the basis of theoretical relevance and. the: ‘previous experience - 
-of other. researchers. using this instrument. These scales. were: autonomy, 
' social relations, level of rewards, performarice-reward dependency, motiva- 
tion to produce, status polarization, flexibility-innovation, supportiveness, 
decision centralization, and structure. ~~ 
' A series of analyses assessed the psychométric properties of these scales. | 
- First, the scales were factor analyzed using the principal factor method (Har- 
man, 1967)! A 6-fáctor orthogonal solution was selected as most interpre- 
: table; and it explained 68 percent of the common variance. The items’ from 
thea priori scales that loaded on these factors subsequently ‘were refactored 
to confirm the obtained structure. The reduced variable set exactly reproduced 
the 6-factor solution. Climate scores were calculated by summing scores of 
items loading on thé six respective factors. The internal consistency reliability 
of each scale was assessed using coefficient alpha. Similar reliabilities have 
_ been reported by Abbey and Dickson (1983). The final dimensions, numbers 
| ofi items comprising each scale; and associated internal consistency reliabilities 
are: 
1. Rewards (7 anms 82): dicandl o Wide vagi xen an 
available within the organization and ‘are contingent on performance. _ 
2. Autonomy (2 items, a=.70): the extent to which employees are allowed 
- to plan and schedule their work as they choose, as determined by rules - 
and regulations and the actions EO corse 
e] 


| 
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3. Motivation to Eclileve (3.items, a=.59): the degree to which members 
of the organization are viewed as attempting to excel, to os diffi- — 
cult problems, or to: advance themselves. . 
4. Management insensitivity (3 items, a= 56): the extent to which fore- 
men’s superiors actively direct or intervene: in a the activities of their sub- 
ordinates. | 
5. Closeness of supervision (3 iter, a=. 56): the extent to which foremen's . 
superiors RENE direct Or intervene in the activities of their subordi- 
nates. 
6. Peer relations (3 Mes a= 53): the dires to which supervisors at equiv- 
alent. organizational levels maintain warm and friendly relations. - 
Coefficient alpha is a lower bound estimate of internal consistency reliability 
that increases monotonically with the number of items comprising a scale. 
When the number of items is. small; the mean interitem correlations pro- 
vide a better indication of internal consistency. Nunnally (1978) recommends 
that these levels should exceed .25.:All mean interitem correlations for these 
climate scales exceeded Nunnally's criterion.. | 


Formation of Collective Climates 


Collective Pan Were identified using a series al aiálysé that cus: 

tered individuals on the-basis of profile similarity on the six climate dimen- 
sions. Clüstering was performed within plants because subjects had been 
asked to describe the climate at that level of analysis. The procedures utilized 
correspond to those recommended by Wishart (1970). 
. Both hierarchical and nonhierarchical clustering techniques were utilized. 
| Hierarchical techniques begin clustering at the individual level and succes- 
sively aggregate individuals into groups, these groups into larger groups, . 
and so ori until one final group.(the entire data set) is clustered. The re- 
searcher must decide at what point to terminate. clustering, ór which level | 
in the hierarchy “best”. represents the collective climates. When individuals ` 
are allocated to clusters using hierarchical methods, the results at succeeding 
levels of clustering generally are dependent. Consequently, allocation deci- 
sions made early in the clustering affect subsequent clusters, and nonop- 
timum clusters are generated (Wishart, 1970). Nonhierarchical methods may 
be used to refine these initial clusters to obtain a better solution. 

Initial clusters were determined using Ward's (1963) method. Ward's pro- 
cedure provides an index of the “cost” of further reducing the number of 
clusters in terms of the increases in pooled within-group sum of squares. 
When further clustering produces. a discontinuity in the plot of sum of 
squares versus the number of climates, dissimilar groups were being com- 
bined and hierarchical clustering was terminated (ee Ward and Hooke, 1963, 
and Schneider, 1974, for similar examples of this procedure). - . - 

After a set of initial clusters had been selected in this fashion, Wishart's 
(1970) nonhierarchical RELOC (a.sub-routine of the CLUSTAN computer 
package) n was used. to Op mAN the results. Each individual was 
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removed from his initial cluster, and euclidean distances to all cluster means 
were computed. If reallocation to an alternative cluster improved the solu- 
tion (by reducing the pooled within-group variance), the subject was assigned 
to this cluster, and the new cluster means were computed: This procedure 
was repeated until cluster assignments were stable and subsequent iterations . 
of the procedure failed to produce a decrease in pooled within-cluster 
variance. | 

Plant 1 was found to contain three collective climates; Plant 2, two cli- 
mates, and Plant 3, eight climates. These findings support previous research 
by Schneider and Snyder (1975), Newman (1975), Johnston (1976), Drexler 
(1977), and Jones and James (1977) that multiple climates can be found 
within single formal organizations. 

Three manipulation checks were performed to assess the adequacy of the 
clustering procedures. First, the average discrepancy within each collective 
climate (between individuals, within clusters) was compared with the dis- 
crepancy between that climate and the most similar other collective climate 
from that plant. The minimum ratio of between- to within-cluster discrepancy 
(using a measure based on d?) provides a lower bound measure of internal 
consistency reliability. These statistics were 7.3 in Plant 1, 14.0 in Plant 2, 
and 7.2 in Plant 3, indicating reliable clusters. 

The second check utilized multivariate and univariate analyses of variance 
to determine if differences existed among the final clusters’ climate pro- 
files. These results are shown in Table 1. With the exception of the close- 
ness of supervision climate dimension in Plant 2, there were strong differ- 
ences among the collective climates along the six climate dimensions uti- 
lized in this research. 


Table 1 
Climate Perceptions as a Function of Membership in Clusters 
o Pani — Plant? ^ LL Plnt3 — 
Climate Dimension F p F p F P 
Multivariate =12,48 26,25 df= 42,486 
1.14 001 6.37 001 7.13 .001 
Univariate df -2,29 -1,30 | df=7,108 
Rewards 6.31 .01 5.15 .001: 24.38 .001 
Autonomy 7.34 01 6.17 02 11.62 001 
Motivation to achiv 5.98 01 62.82 .001 13.17 001 
Management insensitivity 5.21 .01 12.41 .001 19.68 .001 
Peer relations 15.18 .001 10.63 .01 25.60 .001 
Closeness of supervision 16.82 .001 69 Al 10.47 .001 


As a final check on the reliability and stability of the clustering methods, 
measures of the intraclass correlation coefficients (Snedecor & Cochran, 
1967) for each climate dimension within each of the three plants were com- 
puted. These measures provide point estimates of interrater reliability and 
can be interpreted as indicators of agreement (James, 1982). A high intra- 
class correlation coefficient indicates small within-group variance. Reviews 
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of the climate literature by James, Hater, Gent, and Bruni (1978), James 
and Sells (1981), Jones and James (1979), and Hater (1977) indicate that 
previously obtained values of intraclass correlation coefficients for climate . 
research ranged from .00 to .50, with a median of .12. Of the 18 possible 
estimates of perceptual agreement (6 dimensions in each of 3 plants), 4 ex- 
ceeded previously obtained values of this statistic, ranging from .56 to .79. 
Ten exceeded the median reported in these studies by at least 100 percent 
(range .24 to .42). Two roughly equaled median value of .12 (.10 and .14), 
and two intraclass correlation coefficients were unacceptable (.00 and .06 
for closeness of supervision in Plant 2 and management insensitivity in Plant 
3, respectively). 2 goo F | | | 


: Results - 


Multivariate analysis of variance.was used to test Propositions 1 and:2. 
‘The propositions were concerned with the main effects of climate member- 
ship on work performance and.job satisfactions. The results of these analyses 
are presented in Table 2. | 


Table 2 
Relationships Between Membership in Collective Climates 
and Performance and Satisfaction 


|» Plntl . Plant 2 Plant 3 


Dependent Variable — F(2,29)) P R? F(L30. P  R? H0) P R? 
Work attitudes 376 05. - 150) 001 2.4" .01 
. Work attitudes 2.23 v si 
Work. satisfaction . 223 . 13,07 10.42 01 23 328  .010 .12 
Supervisor satisfaction .77.- .47 ' .00 26.37.0001 .45 . 4:80 . .001 .06 
Co-worker satisfaction 1.44. .25 — .03 10.49 .01 23 490 001. .19 
Pay satisfaction . — .74. .48 ..00 165 21 .02 18 001: 
Promotion satisfaction 8.79 001 .33 44.36  À.001  .58 7.38 001 — .28 
Job performance . —— 5.14  .010 21 6.81  .010 .16 1.83 : .09 ` 


. Membership in a collective climate was significantly related to job satisfac- 
tion in Plants 2 and 3, but not in Plant 1 (with the exception of satisfac- - 
tion with promotions). In some cases, these results were quite strong. Climate 
explained 58 percent of the variance in promotion satisfaction, and 45 per- 
cent of tlie variance in satisfaction with supervision in Plant 2. The possibility 
that these results are because of common method variance is diminished 
in light of the failure to obtain significant results in the first plant. Guion 
(1973) and Johanneson (1973) hàve argued that climate and satisfaction 
are redundant. If this were the case, climate and satisfaction should have 
been consistently and strongly related. The absence of such effects in Plant 
] and the lack of consistency across the three plants does not support the 

equivalence of these constructs. © - - ^^ — T 
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Performance was associated. with membership i in collective climates in 
Plants 1 and 2 (FQ2,29) 5 5.14, p<.01 and F(1,30)=6.81, p<.01, respec- 
tively). Performance was. weakly related to collective climate i in Plant 3 
(F(7,108) = p< .09). Climate explained 21 percent of the variance in per- . 
formance in Plant 1, 16 percent in Plant 2, and 5 percent in Plant 3. The. 
strong relationsliip between climate and performance i in Plants 1 and 2 is 
noted. Most previous climate research has not used performance as a criterion 
variable. In cases in which it has been used, results generally have been in- 


. consistent and weak (Hellriegel & Slocum, 1974; Joyce & Slocum, 1979). 


Payne and Pugh noted that. although "psychologists developed the concept 
of climate to measure the interaction of environment and personality (by 
operationalizing the E in Lewin’s equation B —f[P,E]) and thus better predict 
behavior, there have been relatively few studies that have related these two 
. variables" (1976, p. 1163). Research that jointly uses collective climates and 
' individual difference measures (i.e., need for achievement, locus of control, 

= promises to increase the proportion of explained variance in vork per- 

ormance, 


l Additionsi Analyses 


"Two important issues have not been: discussed: First, what factors affect 
the membership in a climate and, second, how is membership in particular 
. collective climates associated with high performance and satisfaction. 
Climates for High Performarice and Satisfaction. The profiles of climates 
| associated with high levels of performance and satisfaction are graphically 
displayed in Figure 1. Presenting the climates in this way allows an examina- 

. tion of the similarities and differences among them in terms of the shape, 
amplitude, and level of their profiles. These profile characteristics are not 
readily discernable from statistical measures of.the relationship among pro- 
files (Nunnally, 1978). Scheffé’s method for multiple comparisons was used : 
to identify the climates. Climates are shown in this figure only if their mean 
criterion scores differed significantly (p< .05) from the lowest mean score 
on that criterion dimension within their respective plants. These profiles, 
therefore, depict the pattern of mean climate perceptions reported by indi- 
viduals within these high performance and high satisfaction climates. No 
analyses were conducted for pay satisfaction; the results of the univariate . 
analyses of variance were not significant i in any plant. In some plants, two 
climates had significantly higher satisfaction scores than others. These cli- 
mates are shown in Figure 1 as.the higher (H,) or lower (H;) high satis- 
faction climate for that particular facet.of satisfaction. Designating one cli- 
| mate as high and the other as low is relative; both climates were significantly 
higher than other lower satisfaction climates for that plant. 

. . The results for performance show that different climate profiles were as- 
sociated with high. performance i in Plants 1 and 2. These results could be 
because of differences in the nature of the work performed within the dif- 
ferent plants. Plant 1 performed primarily. assembly: and maintenance 
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Figure 1 
High Criterion Climates from Three Plants: 


L/R Aut M/A I P/R C/S 


Average 0 








aL./R=level of rewards; Aut =autonomy; M/A=motivation to achieve; I=management insensitiv- 
ity; P/R=peer relations; C/S «closeness of Poper onm H; =higher and H, =lower high satisfaction 


bClimate scores were standardized across all 13 climates to allow a common scale for comparison. 
This procedure is recommended by Nunnally (1978). 


operations; Plant 2 performed machine shop and sheet metal fabrication 
operations.and also produced custom fire engine bodies. The different work 
processes suggest a distinction between the two plants in terms of technol- 
ogy (Slocum & Sims, 1980; Van de Ven & Delbecq, 1974). 
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2 The limates for high job satisfaction also can be examined. for similarities 
and differences. An interesting finding is the similarity between the shape. 
of climate profiles from different plants associated with relatively high levels 
of specific facets of satisfaction. Shape refers to the pattern of “peaks” in 
the profile, as opposed to the amplitude of these peaks, or the average level 


_ of the profile (Nunnally, 1978). Conttary to the results for performance, 


there are specific configurations of climate scores that are associated with 
various facets of job satisfaction across plants. Climates rated relatively high | 
in rewards, motivation to achieve, and peer relations; average in autonomy 
. and closeness of supervision, and relatively low in management insensitiv- 
ity scored highest in satisfaction with work across plants. Similarities in the 
patterns of “peaks” in the profiles of collective climates from different plants 
. were found for promotions, supervision, and co-worker satisfaction as well. 
Previous research has paid very little attention to the configuration of 
z climate Scores. Given the origin of climate in Gestalt psychology (Koffa, 
. 1935) and field theory (Lewin, 1936) and subsequent recognition of the need 
* + for multidimensional measurernerit (Barker, 1968; Evan, 1968; Taguiri, 1968); 
the neglect of configurational analysis is surprising. Only Frederiksen (1968), 
© Schneider (1974), and Jones and James (1979) have examined patterns of . 
: climate to explain satisfaction and performance. The similarities in shape 
obtained in this research reemphasized the importance of configurational 
analysis. - 

When a single plint had more than one climate scoring significantly higher 
-in satisfaction than other climates from that plant, these relatively high sat: f 
isfaction climates (shown in Figure. 1 and H, or H3). also could be com- 
pared. In this case the relevant comparison is within rather than between 
. plants. Generally, these climates tend to have the same shape (with the ex- 
ception of 1H) but different amplitudes or mean levels. The differences 


in level are logical. For promotion satisfaction, climate 3H, is described as | 


higher in rewards and motivation to achieve than the somewhat less satis- - 
` fied group, 3H,. For satisfaction ‘with co-workers, climate 3H, reported : 
^ higher levels of peer relations than 3H, although closeness of: supervision 
was higher for 3H, than 3H}. - 

These analyses support the validity of climates formed on the basis of 2 
agreement. Climate was related to job satisfaction and performance at prac- 
tically and statistically. significant levels. Similar patterns of climate scores ` 
. were associated with high levels of job satisfaction across plants. When a 
plant was found to contain more than one climate for high job satisfac- 

tion, differences in the amplitude and level of these cliinates were consis- 
tent with expected differences in the respective satisfaction scores. ` | 
X. Factors Associated with Membership i in Collective Climates.. If member- 
ship in different collective climates is associated with varying levels of satisfac- 
tion and performance, it becomes important to understand the factors that . 
-- are associated with such membership. Two variables that potentially act as. 
antecedents of climate membership are personal and organizational variables. 
- In cases in which both individual and organizational variables have been ` 
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utilized jointly as predictors of climate; the. limited evidence suggests that: i 


organizational characteristics have explained more variance in climate percep- 
tions than personal characteristics (Dunham, 1977; Herman; Dunham, & & 
Hulin, 1975; Newman, 1975). Consistent results; when found, often have 


been with positional measures of structure: job level (Gavin,. 1975); hierar- .. 


chical level (Schneider & Snyder, 1975); organizational membership (Drex-. 
ler, 1977); work-group membership (Herman et.al.,.1975; Newman, 1975). 
. Positional measures of structure actually index several potential determinants 
of climate perceptions, including supervision, technology, co-workers, and - 
so on. Despite this, relationships between organizational variables and climate 
perceptions have been unstable (Schneider & Reichers, 1983). —' - 

Terborg (1981) has suggested that facet analysis (Runkel & McGrath, 1972) | 
could be used to explore how individual and organizational characteristics 
affect climate perceptions. Terborg. suggests using four variable sets: *per- 
son characteristics, physical-technological characteristics, sociál-interpersonal . 
characteristics, and time" (1981, p. 575). These four variable categories were. 
employed and represented i in this research as follows: person characteristics 
(age, education, time in position, work experience, managerial experience, 
. and salary); physical-technological characteristics (function supervised); 
social-interpersonal characteristics (leadership, location in a common work 
area); arid time (shift worked). Details concerning the measurement of these 
variables are presented in Joyce (1977). The results of. analyses of their asso- 
ciation with membership in collective climates are summarized in Table 3. 
Only simple effects of these variables were examined because of the large 
number of predictors and limitations of sample size. Terborg’s (1 981) para- 
digm does not indicate whether these sets or variables within these sets are - 
independent or interdependent. It is believed that the variables probably 
are interdependent and the reader i is cautioned about t nterprenng, these as 
single variables. 

The analyses were conducted using an extended series of: contingency table 
analyses because of the categorical nature of the structural predictors and 
‘the criterion (climate membership). Values of the uncertainty coefficient 
. are displayed along with the conventional x? statistics and probability 
levels. Fisher's exact test was used when sample size precluded the.use of. 
x^ analyses: The uncertainty coefficient represents the decrease i in criterion 
uncertainty. when the predictor category is known.. ` 

In Plants 2 and 3, climate was associated with the context in which the 
foremen performed their jobs. Physical location was related to climate mem- 
bership in Plant 2. In Plant 3, both location and function supervised showed 
significant relationships with climate membership. In both of these plants, 
the leadership style exhibited by the foreman's immediate supervisor was 
strongly associated with membership in a collective climate. These effects 
were particularly salient in Plant 2, for which the values of the üncertainty 
coefficient were .33 and .51 for cM: structure and consideration, re- 
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In contrast, in Plaiit 1 climate perceptions were influenced by the fore- 
man’s time in position, work experience, and age. No effects. were noted , 
due to setting characteristics. These results are directly contrary to the re- 
sults for Plant 2 and 3, for which no significant effects were obtained for 
individual predictors, but context factors were. — related to mem- 
bership in collective climates. — 


` Discussion - 


This research has E evidence that sippar the visiitie of collec- 
tive climates as one type of aggregate climate. Multiple collective climates. 
were obtained within three different work settings, and membership in these 
climates was related to performance and job satisfaction. 


Nature of Collective Cliinates 


The findings of this study may be aded partially by the intersubjec-. . 
tive nature of collective climate (Joyce & Slocum, 1979). Collective climates 
represent “learned environments" for participants working within them. To 
the.extent that these climates provide a common frame of reference for par- 
ticipants, they would be expected to exert potent influences on individual 
performance and satisfaction. James (1982) has argued that this shared as- 
signment of psychological. meaning is a prerequisite for aggregation to a. 
` larger unit of analysis. This research provides empirical support for this posi- 
tion by showing that when such agreement exists, the derived aggrégate cli- 
. mates show predictable and strong relationships to facets of satisfaction 
| and job performance: - | 
High reliability and tlie existence of a learned environment are-not suffi- 
. cient to explain the findings obtained in this research. Different ‘climates ' 

were equally reliable, or learned, but were related to different levels of per- 
formance or satisfaction. A number of possibilities exist to explain these 
results. The first, and most obvious, possibility is simply that different cli- 
mates have formed to allow the attainment of different work related ‘out- 
. comes. Within a setting, a numbér of climates may arise in response to the 
particular needs of the situation. Consequently, there may be a climate for 
performance, one for.co-worker satisfaction, and for ary number of other 


. "eriteria—that is, turnover, absenteeism, commitment, and so on: When these 


climates.are compared ‘along a single criterion, one or more climates will 
appear more functional for the:attainment of that criterion. Others, which 
. may facilitate the attainment of other outcomes, will appear less desirable. 
This possibility may partially explain the results of this study. Within Plant 
1, one climate was associated with. relatively higher levels of performance 
f and another with higher levels of promotion satisfaction. However, within 
- Plant 2, a single climate was associated with higher levels of performance 
and all facets of job satisfaction. This variation in the nature of the collec- 
tive climates therefore may dnd grad "n ar results found in the 
| um | 
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T One less obvious possibility concerns the — among the climate 
dimensions.themselves. . With respect to a particular criterion, climates may 
be more or less.consistent to the extent that the dimensions complement 
one another. Frederiksen (1968) found that subjects in consistent climates 
- (eg., innovation and autonomy, or rules and close supervision) performed 
better than did subjects in inconsistent climates. Frederiksen’s previous results 
suggested a need to research climate multidimensionally. This study found 
theoretically interpretable consequences of the pattern, level, and amplitude 
of profiles or configurations of climate scores. Further study using com- 
plex multidimensional climate scores seems warranted (Joyce & Slocum, 1982; 
Payne & Pugh, 1976). | 

= - The internal structure of the aggregate climate itself could also explain 
. the results of this study. James (1982) has argued that a valid aggregate cli- 
mate concept requires a “composition theory" specifying how individual | 
. Climate perceptions may be aggregated to allow the molar description of 
. Work settings in. psychological terms. A composition theory specifies how 
“a construct operationalized at one level of analysis (e.g., psychological cli- 
mate) is related to another form of that construct at a different level of anal- 
ysis (e.g., organization climate)”. (James, 1982, p. 219). As noted in this paper, 
a number of researchers have either explicitly or implicitly suggested per- 
ceptual agreement or consensus as the basis for such a composition theory, 
notably James and Jones (1974), Hellriegel and Slocum (1974), Schneider 
(1975), Joyce (1977), Joyce, Slocum, and Abelson (1977), Roberts et al. 
(1978), Joyce and Slocum (1979), Schneider (1981), James, (1982), and 
Schneider and Reichers (1983). Perceptual agreement is only the starting 
point for: such à composition theory. Of equal importance is the structure 
or patterning of this agreement within organizations. Climates with similar . 
mean profiles and average within-cluster homogeneity of psychological cli- 
. mate perceptions may differ considerably i in terms of the patterns of agree- 
ment within them. To investigate this. possibility, hierarchical diagrams of: 
interindividual psychological climate similarities.could be constructed for 
those aggregate climates showing similar mean profiles and estimates of 


perceptual agreement but different criteria scores. Differences between these — 


structures could prove to be useful in an: explanatory sense, particularly in 
combination with additional information concerning the organization’s for- 
. mal and informal structure png assoaatea mask, intiuence and affective com- 
- munication networks. . 
Some prior climate research has implied a rough equivalence between con- 
cepts: of consensus and perceptual agreement. It should be noted that al- ` 
. though these concepts are related, they: are not equivalent. Consensus can 
‘exist on a number of different levels, tlie simplest one.of which is percep- 
' tual agreement. Perceptual agreement requires only that subjects agree con- 
cerning their perceptions. They do not necessarily have to interact or have 
~ any knowledge that others in the organization share their perceptions. A 
second level of consensüs requires that those agreeing have knowledge of 
"Others. who share similar perceptions of the work setting. These concepts 
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Obviously are different. With some exceptions, climate researchers have not 
been párticularly precise in defining what they mean by agreement, con- 
sensus, shared perceptions, and the like. Some possible confusion accruing 
to theorizing and empirical results has occurred. At this point, further clar- 
ification and refinement of the concept of consensus in climate research 
is important. 


. Sources of ean 


Schneider and Reichers ü 983) T research concerning the sources 
of climate perceptions as either the structural or selection-attraction-attrition 
approaches. The structural approach : proposes that it is. characteristics of 
the organization's structure (e.g., size, span of control) that influence cli- 
mate perceptions. The structural approach does not deny the influence of 
individual characteristics iri determining the formation of climate percep- 
tions, but primary consideration is given to structural factors. Climates 
should differ as these characteristics change from setting to setting. The 
selection-attraction-attrition argument proposes that individuals seek and 
are sought out by organizations to ensure an appropriate match between 
individual and organizational characteristics. This match then is improved 
.through a process of attrition in which individuals move (quit, transfer) to 
affect better person-organization congruence, or the organization takes re- 
medial action to correct initial mismatches through termination.or transfer. 
- Schneider and Reichers note that “similar perceptions and meanings arise 
and are expressed as climates due to the diminution of-individual differences 
that has occurred through selection, attraction, and attrition” (1983, p. 34). 

‘The results of this study provide support for both the structural and 
selection-attraction-attrition arguments. Within Plants 2 and 3, structural 
factors were related to climate membership, whereas within Plant 1 personal 
variables were the only ones associated with the criterion. There were no 
cases in which both personal and setting characteristics were related to cli- 
mate. The lack of support for the structural position (particularly the failure 
to obtain location effects) in Plant 1 is especially of note. The process of 
formation and adjustment of climate perceptions would be expected to be 
consistent with models of attitude formation and adjustment. These repre- _ 
sentations of the cognitive process iriclude the influence of social relation- 
ships and interaction between individuals perceiving a common social ob- 
ject—in this case, the work situation. This social relationship is defined par- 
tially by structure, and it therefore is interesting to find no relationship with 
structural variables in Plant 1. | 

One implication of this finding is a recognition that perception agree- 
ment can occur through two separate processes: perceptual formation and 
perceptual adjustment. When individuals perceive the situation similarly, 
agreement is.the natural consequence, even in the absence of communica- 
tion. Interaction based on physical propinquity may not be needed to pro- 
duce agreement. Schneider and Reichers state that “if one combines similar 


E strüctures and similar kinds of — "T" ‘18 ; little doubt that distinctive 
organizational climates will arise’ (1983, p. 22). 

- When the stimulus situation variés or is ambiguous, or if individuals vary, 

climate perceptions would likely | differ. Agreement i in this case could be ob- 

7 tained through a process of perceptual adjustment, which is heavily influ- 

enced by social interaction. This position is what Schneider and Reichers 


(1983). refer.to as the “symbolic interactionism" perspective. The relative — 


importance of- processes of perceptual formation and adjustment as deter- 
` minants of'agreenient in climate perceptions is unknown. If the possibility - 
. of discrepant perceptions is high (because of differences in personal or set- 

. ting characteristics), the interaction necessary for perceptual adjustment i is 
great. Through this interaction, agreemerit may be achieved. If perceptual 
formation. processes ensure similar initial climates, interaction may do lit- 
„tle toward, and may even disturb, agreement. — 

— A second: interprétation of the failure to find significant locatión effects 
. : in Plánt 1 is that interaction is important, but that it is.more complex than 

`. simple within group interaction that would be reflected by common loca- - 

: "tion measures. For example, members of integrating departments could. spend 
more time in task related interactions away from their assigned work pláce, 
or informal groups composed of members from other locations may have 
strong influences on climate perceptions. ‘An additional and related possibility 
is that interaction.gff the job may significantly influence. climate percep- : 
tions. In the present study, the sample included many individuals who were 


.. related either directly or through marriage and who consequently could'be 


expected to socialize‘to a significant extent away from work. If conversa- 
tion covered work related topics during these family activities, climate percep- 
tions could be influenced. Although only speculative, these considerations 
are possible and suggest the-need for niore-rigorous measures of interac- 
` tion, possible employing network concepts (Joyce, Walker, & Howard, 1980; 
‘Schneider & Reichers, 1983; Tichy & Fombrun, 1979. d 
In conclusion, it is believed that these observations (the need for multi- - 
dimensional explanation, analysis of the internal structure of aggregate cli- 
mates, use of refined concepts of consensus, and study of the influence of 
. Social. hetworks), if heeded, likely will lead to more complex climate research. 
This work promises to contribute to the development: of an adequate com- - 
. position theory of. aggregate climate and the: sie cas en of the 
collective climate concept. 
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Data from two samples of supervisors in a large US 
corporation show that (1) supervisors used discipline pri- 
marily as å response to certain behaviors and when the 
work context was supportive of its use; and (2) use of dis- 
cipline had small but significant effects on the subsequent 
work performance of target employees. 


Formal organizations are social structures formed to coordinate the be- - 
haviors of members so that collectively they can attain some goal or pur- 
pose (Mintzberg, 1979). Coordination is impossible if behaviors are com- 
pletely unpredictable; thus coordination requires some degree of control over 
behaviors. In situations of relative predictability, the impersonal controls 
provided by standardization of work processes, skills, or outputs can be 
used effectively to coordinate behavior. In situations with little predictabil- 
. ity, however, the interpersonal controls provided by direct supervision and 
mutual adjustment are necessary to achieve coordination (Mintzberg, 1979). 

The major sources of unpredictability usually discussed in the organiza- 

tional literature are the technologies and environments of organizations. 

_Another obvious source of unpredictability—largely ignored by organiza- 
. tional researchers—is the deviant behaviors of organizational members. Like 
other sources of unpredictability, deviant behaviors probably are controlled 
most effectively by the personal interventions of those closest to the dis- 
ruption—that is, by direct ee and co-workers of the deviant 
members. 


! Many persons assisted in one or another phase of this research. The authors ially wish to 
thank Richard Butler and Gabriel Jaskolka for assistance with data analysis, Shirley and Kenji 
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In all forms of social organization, social processes emerge that are overtly 

aimed at maintaining a predictable social order by discouraging individual 
deviance and encouraging individual conformity; prominent among these 
means of control is the use of positive and negative sanctions (Pitts, 1968). 
- Despite the common use of negative sanctions in organizations, as in social 
life generally (Bandura, 1977; Hamner & Organ, 1978), organizational re- 
searchers generally have tended to pay much more attention to positive sanc- 
tions as ways to encourage conformity (Beyer & Trice, 1981a) than: to negative 
sanctions as ways to discourage deviance. `- . 

This study uses data from two nationwide samples of managers of a large 
corporation to investigate both the use and the effects of negative sanctions 
by exploring: (1) the frequency with which managers take disciplinary ac- 
tions to deal with deviant behaviors of subordinates defined as difficult prob- 
lems; (2) which factors are associated with the use of particular forms of 
discipline; and (3) which forms of discipline are asssociated with managers' 
perceptions o of ese in these subordinates’ behaviors. 


` Past Research on Discipline 
The ia laa ae Literature 


Empirical studies of discipline by organizational — have tended 
to focus on variables affecting supervisors' use of positive and negative sanc- 
tions. In a recent review, Podsakoff concluded that such research “‘is Still 
in its infancy” (1982, p. 76). He summarized the results for variables that 
had been investigated as predictors of the use of sanctions in three categories: ^ 
contextual variables, subordinate behaviors, and supervisory characteristics. 
Relatively few studies used common measures, but from those that did he 
was able to reacli some general conclusions. He found that one of the most 
consistent determinants of the use of sanctions was the performance level: 
of the subordinate involved. Other consistent.determinants included super- 
visors’ past experiences with the use of sanctions and their attributions for 
the causes of poor performance. In his suggestions for future research, he 
mentioned other subordinate behaviors, supervisory characteristics, task com- 
plexity and structure, situational. stressors, and other contextual factors 
among the variables: deserving further study as determinants of supervisors’. 
` use of sanctions. 

In an earlier review article focused on ‘the effects of punishment, Arvey 
and Ivancevich (1980) noted that there had been few empirical studies to 
_ support the rather general disapproval of its use. Nevertheless, widespread 
beliefs persist-—based mostly on operant conditioning theory (Skinner, 
1971)—that punishment is counterproductive or of little value: According 
to this view, punishment has limited, immediate positive results that are soon 
washed out by numerous undesirable side effects—such as emotional reac- 
tions—that are more difficult to deal with than the original problem (Con- 

nellan, 1978; Luthans & Kreitner, 1975). Also, although punishment can 
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-~ be successful i in decreasing or eliminating an ündestrdhie behavior, theory 
. Says it-will not necessarily lead to.desirable behaviors. Punishment only in- 
creases the likelihood of the desired response if no alternative to the desired 
response is possible (Kerr & Slocum, 1981). When Solomon reviewed the 
issue, he also questioned “persisting legends concerning the ineffectiveness 
of punishment. . .as well as the irievitability of neurotic outcomes" (1969, 
— p. 140). Arvéy and Ivancevich commented that “Tiegative connotation” and 


“public denial” are “not sufficient reasons to dismiss punishment as a poten- . . . 


a approach for modifying and controlling behavior” (1980, 
Pp. 

From these review articles and the authors’. own examination of the‘or- 
ganizational literature,.it is clear that relatively little data have been gen- 
erated on the effects of sanctions, especially the effects of negative sanc- 
tions. Another limitation of past research is that many studies used hypo- 

‘thetical subordinates and contrived situations (Baum & Youngblood, 1975; 

Ilgen & Knowlton, 1980; Igen, Mitchell, & Fredrickson, 1981; Maier & 
Danielson, 1956; Mitchell & Kalb, 1982; Mitchell & Liden, 1982; Mitchell - 
. & Wood, 1979; Pence, Pendléton, Dobbins, & Sguo, 1982; Rosen & Jerdee, 


... 1974; Wood & Mitchell, 1981). In only a few (Mitchell & Kalb, 1982; Mitchell 


- & Liden, 1982) were some confirmatory results obtained from real süper- 
'' visors about their subordinates. Thus, it has not yet been demonstrated that 
conclusions (Mitchell, Green, & Wood, 1981) drawn from most of these 
studies apply to supervisors in real organizations, who confront a multitude 
of constraints—such as pressures from other subordinates and unions (Ed- 
. wards & Scullion, 1982)—that can be ignored i in responding to hypothetical 
^or contrived situations. : 
__. Two exceptions should be noted: Kipnis and his associates (Kipnis, 1976; | 
Kipnis & Cosentino, 1969; Kipnis, Silverman, & Copeland, 1973) combined 
| laboratory studies with field research on subordinates to investigate the use 
of coercion along with other types of power; Kipnis (1976) concluded that 
both positive and negative sanctions are most likely to be used when power- 
holders do-not expect to be successful in using their influence. In'another 
" study conducted in natural settings, O'Reilly and Weitz (1980) found that 
supervisors’ use of informal warnings, formal warnings, and ES was 
positively. related to. group i d 5 | 


The HK and IR Literature 


Perhaps because its use S a prominent role in grievance and arbitra- 
tion cases, discussions of discipline are much more common in the literature _ 
on human resources (HR) and industrial relations (IR). Writers in these fields’ 
tend to consider discipline as sometimes. unavoidable in managing deviant 
` employees (Chamberlain & Cullen, 1971; Davey, 1982; Dessler, 1979; Gins- 
berg, 1959; Steinmetz, 1969; Strauss & Sayles, 1980), but they are concerned 
to moderate its coercive, punitive aspects (Black, 1970; Huberman, 1964, . 
- 1975; Jones, 1961). As Wheeler expressed it, the ideal approach to discipline 
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is seen as “much more positive than authoritarian; it does not place reliance 
on fear—but attempts to build self-discipline’ (1976, p. 237). However, some 
writers in these fields are less enthusiastic (Booker, 1969; Megginson, 1977; 
Miner & Miner, 1973; Strauss & Sayles, 1980). 

Empirical studies of discipline.in the HR and IR literature have tended 
to concentrate on the effects of discharges on target employees and have 
produced conflicting results. Some studies have found both favorable and 
unfavorable effects, depending on the type of offense (Jones, 1981); others 
have found largely negative effects (Somers, 1975; Trice & Belasco, 1966); 
and some have found positive effects (McDermott & Newhams, 1971; Ross, 
1957; Steinmetz, 1969). These mixed results could have occurred because 
studies involved different types of employees and the effects of personal 
characteristics such as age, sex, or status were not controlled or investigated. 

No studies could be found on the effects of milder forms of formal dis- 
cipline—written warnings, suspensions without pay, or demotions. Regard- 
ing the use and effects of informal forms of discipline, some evidence sug- 
gests that discussions and oral warnings are effective with the target employee 
(Huberman, 1975), particularly with alcoholic employees. (Edwards, Orford, 
Egert, Guthrie, Hawker, Hensman, Mitcheson, Oppenheimer, & ‘Taylor, 
1977). However, a survey of 100 firms.revealed that of the 83 percent who 
had used “threats of discipline,” only 44 percent considered them effective 
(Miner & — "- 


Methods .- 


This study is part of a larger study evaluating the effectiveness of a job- 
- based program in dealing with problem-drinking employees. Such programs 
provide an excellent opportunity to study the use and effects of discipline 
because the policies on which the programs are based advocate the use of. 
progressive discipline to motivate problem-drinkers toward rehabilitation 
(Trice & Beyer, 1982). Also, because problem drinkers are notoriously resis- 
tant to rehabilitation efforts, supervisory actions taken in implementing such 
. a program with problem-drinking subordinates are likely to include the full 
" range of GISELE actions from informal Giscussi005/ to — 


Sampling 


Data were collected from a stratified random sample of 19 locations of 
a large US. corporation that has had a job-based alcoholism program in- 

corporating progressive discipline since the 1950s. This company employs 
a wide range of technologies in over 50 major locations throughout the 
United States to innovate, manufacture, sell, install, and service a wide range 
of products within a single industry. Strata were formed so that all major 
types of locations (manufacturing, service, and installation) and all geo- 
graphical regions would be represented. Within edch location, data were 
collected from two types of managers: (1) a systematic sample (n =153) of 
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one-half of all supervisors who had referred a 1 subordinate with a drinking 
problem to the company alcoholism program within the three years prior 
to the study were interviewed about how they had managed that employee; 
(2) a systematic sample (n =321) of one-tenth of all other managers were 
interviewed about how they had managed a subordinate who had been a 
. difficult problem for them during the same three-year period. The second 
. sample was included in the study to investigate whether the presence of the 
alcoholism policy. made any difference in how supervisors disciplined prob- 
lem subordinates and in how effective discipline was. For the purposes of 
this research, data from the two samples were combined.’ 

Both samples of ; supervisors. were also asked whether they had had subor- 
dinates they suspected were problem drinkers but did not refer into the com- . 
pany program. The same proportion—41 percent—in both samples reported 
such subordinates. The most frequently given reason for not referring these 
subordinates into the company program was that their work performance 
was not.adversely affected. Without deficient performance, there is no legit- 
imate basis on which supervisors can intervene in such cases with either 
help or discipline. Most supervisors enn they were "watching" these 
subordinates carefully. 


Data ‘Collection 


A year of —— maden general — E and pretesting 
at locations that did not fall into the final sample preceded the final data 
. collection. During this time it was determined that interviewing the super- 
: visors involved was the only practical way to collect detailed data on the 
management of problem employees. Pretesting revealed that supervisors 
readily recalled incidents involving discipline. In cases involving alcoholic 
employees, administrators of thé alcoholism program also were often pres- 
ent during informal discussions with the employee and were generally familiar 

‘with what had happened in the cases. It was possible to collect some of 
the same data from supervisors and program administrators on 38 cases 
at 5 pretest locatioris to help assess the accuracy of the recall of supervisors 
about these discussions. Spearman correlations between these two sets of 
data averaged .81 over six items. Also, test-retest reliabilities obtained by 
interviewing a sample of 40 of the same supervisory respondents at two- 
" week intervals averaged .91 for 30 items involving recall. 

Furthermore, longitudinal - (1965-1977) data- collected - independently 
through a company reporting system on the entire population of the com- 
pany's problem-drinking employees were in general agreement with data ob- 
tained in this study on the overall improvement in performance of alcoholic 
employees (Beyer & Trice, 1981b). The data reported here (on 5-point scales) 
indicated that 74 percent had improved; the company data (on 3-point scales) 
indicated that 70 percent had improved. Given that the data are from dif- 
ferent samples of supervisors reporting on different time periods, thie two 
sets of data shòw remarkable agreement. - | 
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All of the final data were obtained by trained interviewee: including the 
authors, in private interviews with managers falling into the two samples 
within each of the 19 sampled locations. Respondents were told the overall 
purpose of the study, the university connections of the investigators, that 
the study was funded through a government grant; that the authors were 
not working for the company, that all responses were confidential, that all 
data would be reported in aggregate form so that no respondents or loca- 
tions could possibly be identified, and that they had the right to decline 
to be interviewed. The data collection instrument consisted largely of paper- 
and-pencil questionnaire-type items with structured response formats, but 
it included some open-ended questions (asked by the interviewer) designed 
to elicit details of what happened. Only four potential respondents declined 
to be interviewed. During the interviews, which typically lasted from 1 to 
1’/, hours, interviewers had special copies of the instrument from which 
they read open-ended questions and on which they recorded answers. Re- 
spondents recorded their answers to closed-format questions on separate 
copies of the instrument, with interviewers oo to answer qm and 
provide clarification, if needed. . 


Independent Variables 


Because of the relative paucity of past results on the use and effects of 
discipline in actual work settings, the study was designed to be somewhat 
exploratory. Review of the literature and fieldwork suggested a rather general 
and comprehensive model that guided the choice of variables and data anal- 
yses. This model included five categories of variables likely to be associated 
with the use and effect of discipline: (1) characteristics of the target em- 
ployee, (2) characteristics of the supervisor using the discipline, (3) charac- 
teristics of their interaction, (4) variables describing the surrounding orga- 
nizational context, and (5) variables describing the specific behaviors and 
events that precipitated the use of discipline. Kipnis (1976) considered be- 
havior of the target, the social setting, and personal characteristics of the 
powerholder. Thus, variables in categories. one and three can be considered 
as additions to his model. 

Employeé Characteristics. Previous research suggested that personal char- 
acteristics of target employees are related to a supervisor’s use of discipline. 
The present study investigated age (Stoeberl & Schniederjans, 1981); sex 
(Larwood, Rand, and der Hovanessian, 1979; Pence et al., 1982; Podsakoff, 
1982; Stoeberl & Schniederjans, 1981); and organizational status (Rosen & 
Jerdee, 1974; Trice & Beyer, 1977). 

Supervisor Characteristics. Similarly, personal characteristics of super- 
visors—such as age, sex, ethnicity, education, supervisory level, and ideol- 
ogies—could be related to their use of discipline. Of these supervisor char- 
acteristics, only sex had been previously investigated, with inconsistent results 
(Podsakoff, 1982). However, O’Reilly and Weitz (1980) found that super- 
visors’ leadership style was related to their use of discipline, and Maier and 
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Danielson (1 956) concluded that peoples' feelings and. attitudes influenced 
. the way they handle rule violations. In the present study, managerial ideol- 
ogies—reflecting the importance that supervisors assign to various aspects 
of their roles, and their attitudes toward employees—were investi gated (Beyer 
& Trice, 19812). From 18 statements “about your philoso phies on manage- 
ment,” 5 scales were dèrived, based on factor analytic results: humane prag- 
matism (a =.66), reflecting a dual concern with producti ty and employee 
. welfare; Protestant ethic (a +.51), reflecting concern for personal responsi- 
bility; social determinism (a =.47), reflecting beliefs that poor performance ` 
is a result of personal’ problems originating outside the v orkplace; laissez- 
faire ideology (a =.57), reflecting a philosophy of nor interference i in em- 
ployee problems; and social responsibility (a = .47), reflecting beliefs that 
managers should actively help employees and society.: Given the explora- 
. tory nature of this study, the reliabilities obtained were considered adequate 
(Nunnally, 1967). (Further details on these and other megsures used i in 1 this : 
study are available from the authors.) — . 
Interaction Characteristics. Five variables describing tht basis and nature 
of the interaction between the supervisor dnd target emp nployees relative to 
discipline that had not been previously investigated were included in this 
. Study. They were: age dissimilarity, sex dissimilarity, v nether the respon- 
dent was the target employee's immediate supervisor, the length of time the 
respondent had supervised that employee, and how long the respondent de- 
. layed’ taking action after detecting a serious problem with that employee 
The dissimilarity variables were measured. by computing the absolute dif- 
| ferences between identical codings of the age and: sex o supervisors and 
. of their target employees. 

Contextual Variables. Consistent with and extending Podsakoff's (1982) 
suggestions, 18 variables measuring various aspects of the context in which 
the target employee's deviant behavior and the supervisor's subsequent dis- 
TN cipline took place were included in this study. They were: type of location; 
.  supervisor's tenure in the company and in the position; span of control 
-| supervisor's perceived overload (a =.68); supervisor's reported formal au- 
thority and informal influence; the routineness of the technology (a —.73) 
and the àmount of technological change in the prior three years (a= .87) 
in the work unit involved; how many soft and hard performance. criteria 
_ were used to judge subordinate performance; how visible the performance 

of subordinates was in that work unit (w=. 66); how much pressure the super- - 
visor felt from the union in his. or her particular position (a.—.74); how much 
influence the union had in the location as a whole (a =.56); and three mea- 
sures of supervisor's expectations of what would happen if he/she used the 
- company alcoholism policy (negative expectations, a.=.68; positive expec- 
tations, œ =.49; please management, a —.62). The overload scale was taken 
from Khan, Wolfe, Quinn, ‘Snoek, and Rosenthal (1964). Other measures 
were adapted from earlier research (Beyer & Trice, 1978) or devised espe- 
cially for this study. All those with Cronbach alphas reported above were 
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multi-item Likert-type scales based on results of factor analysis.. Other mea- 
sures were relatively factual responses to single questions. The remainder— 
authority, influence, and performance criteria—were summations of the num- 
ber of items checked in relevant lists. : = 

. The Specific Situation. Perhaps the most consistent finding across the _ 
studies reviewed (Podsakoff, 1982):is that supervisors’ use of sanctions is 
related to subordinates’ behaviors; supervisors tend to reward good perfor- 
mance and punish poor performance. In order to investigate further the 
specific behaviors and situations involving subordinates that led to super- 
visors’ use of discipline, this study included four variables: the supervisor's 
assessment of the magnitude of the problem presented by the target employee 
(o.—.84) and of the work performánce of this employee at the time action 
was first taken by the supervisor (à =.86); whether the alcoholism policy 
was seen as applicable to that employee by the supervisor; and the actual 
deviant behaviors of this employee observed by the supervisor on three 
dimensions—severe work dysfunction (a —.58), accidents (a = :50), and poor 
social adjustment (o —.42). The time that had elapsed between tlie super- 
visor's first detecting the target employee's problems and the researchers 
interview. also was included as a control variable 


Dependent Variables . 


- Two kinds of dependent variables were employed. The first measured 
supervisors' use of several types of discipline. The second measured super- 
visors’ assessments of later job performance as an indicator of perceived 
effectiveness of the discipline used. 

Supervisors' reports indicated that four types of discipline were most preya- 
lent in the company: informal discussions and warnings, written warnings, 
temporary suspensions, and discharges. Transfers and demotions occurred 
too infrequently to permit analysis. However, supervisors reported that some 
‘employees had left their jobs “voluntarily.” Because it is possible that these 
employees were, in fact, somehow pressured to leave, this variable also: was 
included as a possible indicator of the use of discipline. Seven measures 
of supervisors’ use of discipline were derived and employed as dependent 
variables. The first two related to supervisors' use of informal discussions 
and oral warnings. Supervisors were asked to check, from a list of general - 
topics derived from other supervisors in pretest interviews, which topics had 
been covered in informal discussions they had held with target employees. 
The numbers of constructive (e.g., employee's explanation of own work per- 
formance, possible counselling services, other. ways to get help) and con- 
frontive (e.g., employee's poor work performance, possible disciplinary steps, 
effects on employee's work record) topics checked on these lists were used 
as separate dependent variables. The other five measures of discipline used 
were: whether a written warning had been used; whether one.or more tem- 
porary suspensions had been used; the total Bumber of days suspended; 
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whether the dicitis had left the company "voluntarily"; and whether the 
employee had been discharged. 

The dependent variable for analysis of the effects of discipline was the 
supervisor's evaluation of the target- employee's work performance at the 
time of the authors' interview. Supervisors were asked to rate employees 
along eight frequently used dimensions in a format in which they also rated 
. their best and worst. employees. Ratings then were averaged to form a single . 
scale (a —.91). Analyses supported the convergent and discriminant valid- 

ity and test-retest reliability of these measures (Beyer & Trice, 1984). - 
"TN | Results 
Frequency of Discipline 

Most supervisors in the samples used some form of discipline to deal with 
employees they considered difficult problems. Over 95 percent had at least 
one informal discussion with the problem employee. The great majority—76 _ 
percent—used both constructive and confrontive topics in these discussions. 
A minority used only constructive (13 percent) or confrontive (7 percent) 
topics in these discussions. Written warnings, which are formal and more 
punitive because they become a permanent part of the employee's work 
record, were used in 49 percent of the cases. Even suspension without pay 
Was used quite frequently; 27 percent of these problem employees had been 
suspended, for an average of about 4 days. Dischargé was used with only 
. 3 percent of these cases, but another 7 percent of these employees left the 
company. Clearly, despite the strong international unions that represented 
most employees in these companies, it was M get rid of some dae | 
tive etpioyee 


‘Use of Discipline - 


in analyzing which wdn variables were "C with the use 
- of various types of discipline, multivariate statistical techniques were used 
so that the separate contributions of each variable and group of variables 
could be assessed. Multiple regression was used when the dependent variable 
. was an interval measure: for constructive topics, confrontive topics, and days 
. suspended. Discriminant analysis was used when the dependent variable 
= was a category variable: for written warnings, temporary suspensions, leaving - 
the company, and discharges. 
- Preliminary analyses were run using each subset of independent variables ' 
with each of the measures of discipline as the dependent variable. On the 
basis of these results, 13 variables that produced only. one or no significant 
relationship with the 7 measures of discipline were eliminated from further 
consideration. ` 
. - -Inthe final analysis the five subsets of indere variables were eaters 
into equations in a hierarchical fashion, with all employee characteristics 


M 
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being entered in the first step, all supervisory characteristics i in the second, 
and so on. This procedure permitted assessment of the relative strength of 
the association between each group of independent variables and the super- 
visors’ use of each type of discipline. 

Table 1 summarizes the results obtained for the final analyses. Fach row 
of the table represents a separate hierarchical analysis. Cumulative R?s are 
given for the multiple regression results, along with the statistical significance 
of the equation for each step of the analysis. Wilks’ lambdas are given for ` 
the discriminant analysis because this statistic also indicates how much in- 
formation has been accounted for by the independent variables used; how- 
ever, the smaller lambda is, the becter the battery of independent variables. 
In the final column, the multiple R statistic is provided for the regression 
results and the canonical correlat:on (R,) is provided for the discriminant 
analysis results to facilitate a of the overall results across these 
two types of analyses. ; 


- Table 1 
Summary of Results of Multivariate Analyses. of Use. of Discipline 
Using Hierarchical Inclusion of Groups of Selected Variables 


Cumulative Results 
i . Employee Supervisor Contextual Situational 
CP ` Characteristics Characteristics Interactions bles 
Multiple.regression results — R2 | R p ^ Rp RR p, R pR 
Constructive topics. 01 b^ OL .11 ..05 .10 .11:/.01 .19: .00 .44 - 
Confrontive topics . 2 A2 04  ,04 05 .07 .14 .00 .47 ..00 .68 
Days suspended. 03 .00 .05  .01 06 .02 .12 .00 .26 .00 .51 
Discriminant analysis results — P 0M po ^^ p `à p «rn p RA 
Written warnings 96 . 93 .00  .91 .00 .86 .00 .66 .00 .58 
. ,. 94 .00 94  .00 93 .00 .88 .00 .73 .00 .52- 
Left company 7o» 498  .09 96  .07 95 05 .90 .04 .87 .01 .36 
"7. 98 na 98 ns  .97 ns .91..07 .89 .07 .33 
1R. canonical correlation. 


The results in Table 1 show tha: the specific situational variables are the _ 
most important predictors of the use of all types of discipline. Contextual - 
variables are the next most important predictors. Employee, supervisor, and . 
interaction characteristics are relatively unimportant in predicting the use . 
-of discipline. There. were, however, some individually significant relation- 
ships between variables in all categories and the use of discipline. Table 2 
gives a summary of the significant sults for individual independent variables 
^A from the equations summarized i in Table 1 and also indicates the direction 

of the results. E 

Considering employee characteristics these results reveal that younger 
employees experienced more confrontive topics, but older employees were 
more often suspended and left the company; that male employees were more . 
often suspended or discharged; and the professional or managerial employees 
were less often given written warnings or suspensions. - cT 
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Results for supervisory characteristics are more scattered and mixed. 
Younger and nonwhite supervisors used more written warnings; those who 
more heavily endorsed the ideology of corporate social responsibility sus- 
pended their problem subordinates for longer periods, and their subordi- 
nates more frequently left the company. 

On-the interaction characteristics studied, only age dissimilarity was sig- 
nificantly related to the use of discipline. Supervisors who were more simi- 
lar in age to their subordinates more frequently used confrontive topics and 
written warnings. 

Among the contextual variables, type of location, span of control, super- 
visors' authority and influence, and union influence produced the most con- : 
sistent significant relationships: The results for the two location variables 
indicate that supervisors in the omitted category of location (installation) 
used less discipline. Those with more authority tended to be more punitive, 
using confrontive topics and suspensions more than other supervisors. Super- 
visors who saw the union as highly influential were less likely to use con- 
frontive topics and suspensions. Also, supervisors with less tenure had fewer: 
discharges; those with greater informal influence used more confrontive : 
topics; those whose work units had greater technological change used tem- 
porary suspensions less frequently; those who had hard criteria available 
to judge subordinate performance used fewer days of suspension; those whose 
subordinates’ work was highly visible and those who expected their use of 
alcoholism policy to please management more often had subordinates who 
left the company or were discharged; and those who expected favorable out- 
comes from using this policy used fewer constructive topics. - 

Situational variables were most consistently related to all forms of disci- 
pline. When supervisors thought their employees presented a bigger prob- 
lem, they used more of all forms of discipline except constructive topics. - 
Also, the lower the employees’ work performance and the greater the em- - 
ployees' work dysfunction, the more they tended to use several forms of 
discipline short of discharge. Employees seen as having poor social adjust- 
ment provoked only confrontive topics in informal discussions. On the other 
hand, those for whom the alcoholism policy was deemed applicable experi- 
enced more constructive topics as well as formal discipline short of termi- 
nation. Finally, the use of written warnings and suspensions was signifi- 
cantly related to the time elapsed between the beginning of the supervisor’s 
noticing the problem ànd the actual date of the study interview, suggesting | 
that many employees defined as problems are likely to pee eventual- 
ly the more severe and formar forms of discipline. 


Effects of Discipline - 


Three multiple regression analyses were seormned. In the first analysis, 
work performance following discipline was the dependent variable, and the 
six forms of discipline were used as independent variables. This analysis 
was designed to show the direction and magnitude of relationships between 
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'each forin of discipline and supervisory perceptions of. subsequent work 
performance. Employees who left the company had to be retained in these 
analyses to avoid biasing the results. Because these employees’ performance 
obviously could not be assessed at the time of the interview, their super- 
visors were asked to assess their performance at the time they left the com- 
pany. In the second analysis, initial work performance was controlled by 
entering it as a separate step before the discipline variables. This analysis 
was designed to separate out any effects of initial work performance on 
subsequent work performance and to control for these effects on the rela- 
tionships between forms of discipline and subsequent work performance. 
In the third analysis, all of the independent variables used in previous analyses 
predicting the use of discipline were entered into the equation before the 
discipline variables. This analysis could uncover any independent effects 
_of employee and supervisor characteristics, interaction variables, the work 
context, and the specific. situation.on subsequent work performance, and 
` also control for the effects of all of these variables on the relationships be- 

tween form of discipline and. subsequent work petonmanos Results of these 
eene are'summarized in Table 3. fh 








| Table3 `. | 
Results of ic Regression Analyses Predicting Performance 
| — I Discipline ; 
ontrolling for -Controlling for 
Without Controls Initial Perf All Predictor Variables 
B p 8 P B p 
Constructive topics i3 .007 0 025 - 07 .096 
Confrontive topics ~24 .000 01 ‘nes. 02 ns 
- 424 .000 413. . .003 ~15° .002 
Temporary suspensions# 14 012 .082 . OS nes. 
Days ini 408 .080 407  .056 -10° .008 
com ^16 °.000 -13 - .000 412 .001 
R? for control variables alone — = .465 ..000 577 .000 
added — — 17. .000 “504. .000 .616- .000 
R? change cri Quee .039 .0005. 039 .00085 


The results of the first analais with only the discipline variables i in the 
. equation (the first two columns of Table 3) indicated that, by themselves, 
all forms of discipline were significantly related to subsequent work per- 
formance. Constructive topics used in informal discussions and whether or 
not the employee had been temporarily suspended had positive effects. Con- 
frontive topics, written warnings, and the length of suspensions had negative 


.. effects. Of the variance in subsequent work performarice, 17 percent was 


accounted for by the discipline variables alone, The results of the second 
analysis (shown in the third and fourth columns of Table 3) show that (1) ini- 
tial work performance is a powerful predictor of performance following 
- discipline; (2) although. attenuated, significant effects remain for most of 
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the discipline variables after controlling for initial work performance. Only 
confrontive topics is no longer significant. Although modest, a significant 
increment in the variance accounted for was contributed by the discipline 
variables. 

^X Without a consideration of mean levels of performance, however, these 
results were somewhat ambiguous; negative beta coefficients could indicate 
either declines in performance or relatively lower improvements in perfor- 
mance. Therefore, paired /-test analyses (not shown) also were performed 
to assess whether disciplined employees improved or declined significantly 
in work performance. For each form of discipline, two groups were formed 
on a dichotomous basis (yes/no for dummy variables; above/below the mean 
for others). The relationships of initial performance to subsequent perfor- 
mance then were assessed separately for each group. Results showed that, 
‘on the average, both disciplined and nondisciplined employees improved 
in work performance (f values ranged from —6.19 to —12.40, p=.00). Some 
employees, however, did: decline in performance; the differences between 
ratings of initial performance and subsequent performance ranged from 
—1.625 to -- 3.125. Inspection of the means revealed that, in general, disci- 
plined employees had poorer initial work performance than did employees 
who were not disciplined. There was one exception, however. Initial and sub- 
sequent work performance ratings were very similar for employees who had 


. and had not experienced constructive topics in discussions with their super- - 


visors (the respective means were 2.83 and 2.90 or initial performance, 3.28 
and 3.27 for subsequent performance). 

The results of the third regression analysis (shown i in the fifth and sixth 
columns of Table 3) show that, with all of the previous independent variables 
controlled, three forms of discipline—constructive topics, written warnings, 
and days suspended— remained significant; the first was positively and the 
other two were negatively related to subsequent work performance. Also, 
the increment in R? obtained by adding the discipline variables to the equa- 
tion remained statistically significant—even with all of these controls. 

As in the analyses of the use of discipline, the five sets of control variables 
were added to the regression equation in groups. Cumulative R?s were close 
to zero and not significant with the first three groups—employee charac- 
teristics, supervisor characteristics, and interaction variables—in the equa- 
tion. When the contextual variables were added, the R? rose to .10 
(p= .04). Regression coefficients indicated that informal influence and visi- 


bility of performance were significant positive predictors, and that manu- - 


facturing or service location and formal authority were significant negative 
predictors of subsequent work performance. When the variables describ- 
ing the specific situation were added, the R* jumped to .50 (p=.00). 


iS 


Among the situational variables, the most powerful predictor of supervisors’ . 


perceptions of subsequent work performance was their rating of work per- 


formance at the time the employee was defined as a problem (8 2.63, p 2.00). 


Whether or not the alcoholism policy was applicable also was a significant, 
but not so powerful (8 —.16, p —:00) positive predictor. Behaviors indicating 
| E | 
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poor Madii adjustment and the time elapsed between the incident and the 
i interview were METRE negative predictors. zb 


Discussion B 


Two factors likely to affect. the i use and effectiveness of discipline differed 
_ in this study from most earlier studies. First, this research was conducted 
in field settings and focused on actual behaviors: Second, it specifically 
assessed the use and effects of discipline, and only for employees who were 
chosen by their supervisors as “a difficult problem.” ” Under these circum- 
stances, 95 percent of the supervisors reported using informal discipline, 
and almost half used formal discipline. Because these actions were taken 
to deal with employees considered difficult problems, the findings can be 
: generalized to-the treatment of other employees i in this company only when: 
_ and if they become defined by their supervisors as difficult problems. It 
l ^ also is clear from these findings, however, that most supervisors sometimes 
. encounter situations in which they consider behaviors of some subordinates | 
d enough of a disruption. to take bun un action. | gn 


Use of Discipline | i3 EE j 


"There was scant evidence i in 1 the results that supervisors in this company | 
use discipline because of certain personal tendencies, or to discriminate 
.' against certain types of employees. Instead, the results indicated that super- 
|. Visors use discipline primarily as a response to certain behaviors and when . 
, their work context is relatively favorable to its use and ed al of their 
Supervisory role. 
^ , These results are consistent with those of Edwards and Scullion (1982), 
| who also studied the use of discipline in natural settings, but used qualitative 
methods. Like theirs, our results suggest that managers.are constrained by 
. the specific situation, by policy, and by the general organizational context 
in using discipline. In particular, they found that strong unions made it pos- 
sible for workers to successfully resist formal management controls (Ed- 
wards & Scullion, 1982). In the U.S. company studied here, union influence 
was negatively related to the use of confrontive topics and suspensions, but 


- mot to.the use of written warnings, possible involuntary separations, and 


ee In addition, results for authority and informal influence are con- 
-. sistent with Edwards and Scullion’s (1982) general conclusion that when 
supervisors are less powerful, they are less likely to use discipline. Super- 
visors with less.authority and informal influence in decision making less 
_.often used confrontive topics and suspensions. It is noteworthy that those 
who rated themselves high on informal influence used an informal form ` 
`of disċipline—confrontive topics—significantly more, and those who rated 
‘themselves high on formal authority used significantly more of both RIO 
' mal and formal means -of discipline. | 
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These results suggest that being relatively powerful permits or. encourages 
supervisors to use discipline. They thus call into question Kipnis’ (1976) con- 
clusion that powerholders are more likely to use sanctions when.their ex- 
_pectations of successful influence are low. The present results can be rec- 
. onciled with Kipnis’ theory, however, if it can be assumed that supervisors’ 
expectations of successful influence vary on a case-by-case basis, and thus 
are very responsive to factors called the “immediate situation.” The data 
obtained are consistent with such an interpretation. 

Results obtained for spans of control in this study also, may be helpful 
in modifying and clarifying results of past research. As in earlier research 

(Goodstadt & Kipnis, 1970), supervising a large work group permits or en- 
courages supervisors in the company to use the milder forms of discipline. 
Spans of control are relatively large; a span of 30 to 35 was not unusual 
on the production floors. One advantage that supervisors have in manag- 
ing such a large number of subordinates is that it is unlikely that subordi- 
nates can form a single, cohesive, informal group. Thus, large spans of control 
make it more difficult for workers to constrain their supervisors through 
informal work group controls, which frequently are used to protect poor- 
performing members (Goode, 1973). Large spans of control also could facil- 
itate the use of discipline because supervisors are more socially distant from 
workers, with whom they cannot frequently interact (Goffman, 1963). Podsa- 
koff (1982) suggested that large spans of control encourage the use of punish- 
ment because supervisors do not have time to correct behavior by other 
means. The results of the present study show that supervisors with large 
spans do find time to discuss deficient performance with their subordinates 
in both a constructive and a confrontive way. 

Type of location also was significantly related to the use of discipline 
Supervisors in installation (the missing category for the location dummy 
variables)—in which supervisors and subordinates work together-in relatively 
small groups in the field, often in locations distant from their homes—less 
often used discipline. Supervisors in the other two, larger types of loca- 
tions—in which social situations contributed to less cohesive work groups 
and more social distance between supervisors and fumum cnote often 
used discipline. 

Expectancy and learning theories suggest that people are more likely to 
take actions and repeat behaviors that they expect to be rewarded than those | 
that they expect to be punished. Supervisors' expectations relative to their 
possible use of the company's alcoholism policy were assessed because the 
policy includes prominent disciplinary provisions. Although these expecta- 
tions produced only.scattered relationships with the use of discipline, the 
results had a kernel of internal consistency, suggesting that supervisors who 
expected rewards fromi using the alcoholism policy tended to be rather puni- 
tive compared to other supervisors. Those who expected generally positive 
outcomes apparently associated their expectations with the punitive aspects, 
because they tended to use fewer constructive topics than did other super- 
visors. Those who expected their use of the policy to please their supervisors 
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. and impress upper management had greater numbers of subordinates whio 
-left the company or were discharged. Apparently these supervisors believed 
that upper management preferred simply to get rid of problem employees. 
In a general way, results for the situational variables are reassuring. Super- 
visors most often use discipline when they consider employees’ behaviors 
a relatively serious and disruptive problem and the employee has relatively 
poor and deteriorating work performance—including absenteeism, unex- 
.plained disappearances, changes in:physical appearance, and the apparent 
inability to work effectively. Because employees in. work organizations are’ 
‘expected to perform satisfactorily in exchange for the financial remunera- 
. tions they receive, these are situations for which general social norms say 
that the use of discipline is justified. These results also are ae with 
those of many other studies (Podsakoff, 1982). 

Also, it is clear from these results that supervisors are more likely to use 
discipline. when.company policy encourages it. This company has an exten- - 
sive policy specifying how and when to administer various types of discipline 
to employees suspected of having drinking problems, but it has only a brief 
and rather vague policy statement dealing with the grossest forms of other 
deviant behaviors: stealing, physical assault, sexual harassment, and so on. 
However, the company did have a separate policy to deal with absenteeism 
that included the possibility of discharge. Neither of the other policies fully 
incorporated all of the types of progressive discipline embodied in the al- 
coholism policy, although more of.the elements were present in the policy 
on absenteeism than in the policy on deviant behaviors. The explicit alco- 
holism policy statement encouraged the use of discipline not only by tell- 
ing supervisors what to do and presumably making them accountable for ` 
it (Kipnis, 1976), but also by legitimizing their actions to other subordinates, 

^ their peers, their superiors, and themselves. ^ 
. . Finally, although they were less consistently associated with the use of - 
discipline, several personal and interaction characteristics produced more 
than one significant relationship. Results show some differential treatrhent 
" of employees by personal characteristics. Stoeberl and Schniederjans (1981) 
concluded that tenure plays a key role in the retention of ineffective em- 
ployees. Data in the present study, however, do not support this conclusion. 

Although younger. employees experienced more confrontive topics, it was 
. the older employees who were more often suspended or left the company. 
But the data do lend some support to-the contention that women tend to 
' -be protected and treated chivalrously (Beyer & Trice, 1981b; Kanter, 1977; 
Pence et al., 1982; Reckless & Kay, 1967). Women were less often suspended 
_ or discharged in this company. Also consistent with previous research (Rosen 
& Jerdee, 1974; Trice & Beyer, 1977), higher statis ie, professional or man- 
agerial) employees were less often given written warnings and suspensions, 
: Of the supervisor characteristics studied, only the ideology of social respon- 
sibility was related to the use of discipline. Supervisors who felt that em- 
ployers should help employees and be socially responsible used. more days 
“suspended, and their problem employees more often left the company. 
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Apparently these supervisors carried progressive discipline to the point of 
long suspensions, but then allowed problem subordinates to save face and 
leave the company “voluntarily.” This company has a very libéral retire- 
ment package, and this alternative could be attractive to long term employees 
and their supervisors who wanted to be kind. One interaction characteristic 
also was significantly related to the use of discipline. When supervisors were 
more similar in age to their subordinates, they more frequently used con- 
frontive topics and written warnings. Perhaps they felt they had to use dis- 
cipline to overcome their similarity and to establish their authority over subor- 
dinates close to their own age ' >> 


Effects of RADE: 


For the purposes of this "E the effects of discipline were TE 
by supervisory reports of the disciplined. employees’ subsequent work per- 
formance. Not only are supervisors usually in the best position to assess 
subordinates’ performance, but in important ways subordinates’ performance 
is what the involved supervisors say it is. This is especially true for employees 
defined, as.they were in this research, as disruptive and “serious problems.” 
A perceptive baseball umpire observed that pitches “ain’t. nothing "till I call 
them” (Weick, 1979, p. 5). In workplaces, whether supervisors define be- 
havior as acceptable or ünacoepiane has almost as potént practical conse- 
quences. 

: Unlike many earlier studies, the effects of discipline on subsequent work 
performance were assessed without and with controls for many other fac- 
tors. In the findings without controls, some forms of. discipline——construc- 
tive topics and being suspended—had positive effects. Other forms-—con- 
frontive topics, written warnings, and the number of days suspended—had 
negative effects. In analyses controlling for initial work performance, all 
but confrontive topics remained significantly related to subsequent work 
performance, Even with all of the independent variables used to predict use 
.of discipline controlled, four of the six forms of discipline were significantly 
related to work performance. In both analyses with controls, the use of dis- 
cipline accounted for relatively modest, but significant portions of the vari- 
'ance in subsequent work performance of target employees. 

. In some respects, these results support opinions often voiced in the HR 
. and IR literature that, if it must be used, mild discipline is most effective. 
Arvey and Ivancevich also proposed that punishmerit of "moderate inten- 
sity levels may be most functional" (1980, p. 127). In this company, the use 
of constructive topics in informal discussions had positive. effects on sub- - 
sequent performance. Suspending employees also had positive effects, but 
repeated and longer suspensions had negative effects. In other respects, the 


findings support arguments made by advocates of organizational behavior.  . 


and modification (Connellan, 1978; Luthans & Kreitner, 1975; Megginson, 
1977) that the use of negative sanctions is often ineffective, and even harmful. 
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. More severe forms. of. discipline —written. warnings and longer. suspen-. 
sions—were negatively related to the disciplined employees’ later work per- 
formance. Also, employees’ leaving the company, whether reported as volun- 
tary or a discharge, was negatively associated with their work performance 
. at the time of separation. | 
.But the most striking finding. from ile analyses i is the high degree to 
which situational and contextual factors were important in predicting em- 
ployees’ performance following discipline. By comparison, the characteris- . 
tics of employees, supervisors, their interactions, and the discipline used 
had relatively small effects. Apparently not only i is supervisors’ use of dis- 
 cipline encouraged or constrained by. factors in the work setting, but the 
effects of discipline.on the target employees’ subsequent work performance 
. - also are powerfully constrained by these factors. Because the positive rather 
- than the negative effects of discipline were especially attenuated when the 


_. situational and contextual variables were controlled, it appears from these 


. results that positive effects of discipliné on the target employee's subsequent 
performance tend to be dependent on and thus partially products of the 


context in which discipline occurs. In this study, for example, the presence . . 


of an applicable policy supporting and legitimizing the use of discipline with . 


| employees seen as alcoholic was an important feature of the context in which 


discipline was used. These employees, i in turn, improved significantly more . 
than did other problem employees—who had been rated as equally disrup- 
tive and poor performers. It is unlikely that these differences are attributable 
` to alcoholics’ being easier to influence or to their greater likelihood of im- _ 
.: proving spontaneously. Beforé the advent of applicable Company policies, 
alcoholic employees were notoriously resistant to supervisory interventions 
and often had to be fired for cause (Henderson: & Straus, 1952). Thus: it 
is reasonable to conclude that the presence of. an applicable policy provided 
a context that made improvements in work performance more likely. Un- 
fortunately, the negative effects of discipline appear to be less Caen l 
on context and, in that sense, more universal. . | 
_ Although the results of this study | failed to show. independent positive: 

-effects of formal discipline on target employees! performance, the use of 
such discipline probably has other positive effects that justify and support — 


‘its use. As O'Reilly and Weitz (1980) found, work-group performance can 


. be positively affected when supervisors use discipline because its use serves 
both.to uphold normis and to make the possibility of negative sanctions 
more salient among other subordinates. In addition, one supervisor’s use 
of discipline may be the occasion of vicarious em (Manz & Sims, 1981) 
by other supervisors. © . — | | ` 


Conclusions 


The use of f discipline i is a fact of life i in work organizatons. IR and. HR 
researchers recognize this, but unfortunately they have tended to focus too 


Ti exclusively on the effects of discharge. Orgünizational researchers have more 


' Often been guilty of i ignoring the dud that "— is uae? they need 
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to incorporate an explicit consideration of discipline into their theories and - 
empirical research. 

Given the dearth of prior data on the relationships of these factors to 
the use and effects of discipline and the limitation of this study to a single 
company, results obviously are not definitive. Perhaps they have provided 
a useful start for more comprehensive investigations of the use and effects 


of discipline in natural organizan nal settings. Such ese are sorely 
needed. 
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The effects of leadership on organizational performance 
were investigated in a longitudinal study. Effective lead- 
E ership was found to be associated with improved organi- 
- zational performance. Furthermore, these leaders were ef- 

_ fective in more than a single organizational unit. Succes- 
sion in and of itself was not related either to ziii | 
l disruption or to improved performance. . 


. For many years the assumption that leaders influenced organizational per- 
formance went unchallenged. Theorists approached the study of leadership 
assuming that leaders contributed significantly to organizational effective- 
ness. Consequently, the leadership literature focused on such issues as iden- 
- tifying the traits.or characteristics of leaders, the appropriate style(s) or be- 
havior(s) for leadership, or the development of leadership skills. No one 
asked, “Does leadership make a difference?” 
. Recently this basic assumption has been examined (House & Baetz, 1979; 
Johns, 1983; Pfeffer, 1977), and the emerging answer has been something 
. less than definitive. In one of the few studies to consider this assumption 
directly, Lieberson and O'Connor (1972) compared the impact of leader- 
ship effects to the impact of environmental and organizational influences 
in 167 corporations. From their longitudinal analysis they concluded that 
more variance in organizational performance can be attributed to environ- 
mental factors than to those persons in top leadership roles. Also, using 
multiple criteria and a similar methodology, Salancik and Pfeffer (1977) 


. ` estimated the impact that mayors had on city governments. Finding that 


popular folklore has overestimated the influence of mayors. and that “changes 
. from mayor to mayor are minor,” they pessimistically concluded that changes 

in leadership are not likely to bring about major changes in such organiza- 
tions. 

In considering the assumption that leadership is causally related to orga- 
nizational performance, Pfeffer (1977) argues that it is not surprising that- 
: leadership should have little observable effect on organizational performance. 

. First, the selection process for managers or for those chosen for leadership 


* ' 46s 
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jooni results in a homogeneous group of persons promoted. Second, 
leaders are part of a social system that constrains behavior by defining and 
limiting the range of possible action. Finally, forces external to the leader’s 
control may substantially effect organizational outcomes, thereby limiting 
or diluting a leader’s impact on. organizational: performance. 

House and Baetz (1979) briefly. review the literature on leadership effects 

and disagree with Pfeffer's position. They conclude that leadership can ac- 
count for significant amounts of variance in a variety of criterion measures, 
particularly if the parameters that moderate the relationship between leader 
actions and outcome variables are considered. Much of the research they 
cite, however, concerns employee satisfaction (Maier, 1970), subordinate pro- 
- ductivity (Wexley, Singh, & Yukl, 1973), or was conducted in laboratory set- 
tings (Shaw & Blum, 1966). With the exception of the Meyer (1975) and | 
Lieberson and O'Connor (1972) studies, there is little evidence from their 
review that addresses the issue of organizational performance. Consequently, 
they do little to resolve the issue. ` 

The House and Baetz (1979) viewpoint is not unique; support also comes 
from other sources. In a reanalysis of the Lieberson and O'Connor (1972) 
data as well as an examination of 193 manufacturing organizations over 
a 19-year period, Weiner and Mahoney (1981) found that leadership did 

account for more variance in organizational performance than did many 
environmental or organizational factors. In part, they attribute the differences 
`- between their findings and Lieberson and O'Connor's results to the level 
of specificity of criterion measures and statistical procedures used. Thus, 
as with many issues in the social sciences, the choice of methodology seems . 
crucial. 
In order to judge the impact: of leaders on performance, the first obvious . 
methodological requirement is that change must occur: leaders must be re- 
placed. In the field of organizational theory, this requirement also is shared 
' by the studies on leadership succession. Although the managerial succes- 
sion research is concerned primarily with understanding the consequences 
of succession on performance (Allen, Panian, & Lotz, 1979) or with the 
relationship of leadership change to environmental or organizational fac- 
tors (Helmich, 1978), many such studies can be evaluated from the perspective 
of leadership contributions to organizational outcomes. Fitzen and Yetman's 
(1972) study. of basketball coaches appears to share Gamson and Scotch’s . 
(1964) conclusion that coaching changes make no initial differerice in team 
performance, a viewpoint that supports the position that leaders have little 
impact on outcomes. Such a conclusion should be considered cautiously. 
Eitzen and Yetman's data also indicate that unsuccessful teams experience 
more change. Thus, they speculate that the coach who remains at a school 
may be more successful, that is, he may make a positive difference in his 
team's record. Coaches failing to produce a winner are replaced. 
^- ` Considering the studies just reviewed, one not only agrees with Pfeffer | 
(1981) that there is a paucity of empirical evidence but also realizes that 
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the issue cannot be resolved from this. limited iriférmational base. Further- 
more, alternative designs and. methodologies must be employed before the 
. impact of organizational leadership on performance can be accurately as- 
_ sessed. Much of the research to date has at least implicitly assumed that 
those in leadership roles area homogeneous group. The possibility that some 
individuals might possess superior leadership skills or have a style of behavior 
more appropriate for a-particular organizational environment has seldom 
been considered. No attempt has been made to distinguish the impact of 
outstanding or superior leaders from. others in leadership roles. Further- 
more, even if one were able to distinguish those persons with outstanding - 
leadership skills, the results would be confounded with the characteristics 
of that particular organizational unit. Past research on mayors, managers, 
‘coaches, and chief executive officers has not had the opportunity to con- 
sider a particular individual’s performance in more than one setting or or- 
ganization. The Billy Martins of baseball, who are afforded the CPO 
nity to direct several different teams, are rare: individuals. _ 

- The present study permitted a test of the authors’ hypotheses concern- 
ing leadership and organizational performance as well as addition to the 
empirical data on leadership effectiveness. Using a longitudinal analysis, 
the careers of senior United Methodist. ministers were studied over a. 20-year | 
period. These data presented a unique opportunity. First, quantifiable in- - 
. formation on each organization's (church's) performance was available and 


. could be compared to the performance of other similar organizational units. 


Second, it was possible to use this information to identify outstanding per- 
. formance by an individual minister in one organization and to determine 
if the leader could achieve similar results in other units. The United Methodist 
Church has a historic policy of regular reassignment of.ministers (on the - 
average of every five years). Thus, replacement of the leader is somewhat 
independent of his/her. performance or the organization's performance. 
. Finally, this policy of regular reassignment permitted an investigation of 
. the related issue of organizational succession and performance. . 
. To summarize, if was hypothesized that effective leaders do have an im- 
. pact on organizational performance. However, it first is necessary to dif- 
ferentiate effective leaders from those who simply fulfill leadership roles. 
The second hypothesis focused on. the issue of leadership succession and 
performanice. It was predicted that in a stable environment there should be 
no performance Mia attributable to a succession event alone. 


Method 


Sample’ 


The m consisted of 50 ministers of the Northeast Ohio (NEO) Con- 
ference of the United Methodist Church. This sample was taken from a list 
-of all ministers (N= 223) who were currently full time, credentialled pastors - 

. and eligible to be appointed to any church in the Conference. This list was 


708 |. a Academy of Management Journal IS December 


ien restricted to only those ministers who in 1970 had from 10-20 years. 
tenure as ministers. Thus, each minister would have been employed in 1960. 
and would have been eligible for service until at least 1980. This final list 
(N= 110) was used to obtain a stratified random sample of 50 ministers, 
stratified by length of tenure. For- example, if the list contained 11 ministers 
with-15 years of tenure (constituting 10 percent of the total), then 10 per- 
cent of the sample should also have 15 years of experience. As previously 
noted, the United Methodist ministers are transferred regularly. For this final 
sample of 50 ministers, the mean numbet of churches served by each minister 
. was 3.68 (SD —1.077) over the 20-year period. pos NONE these ministers 
were transferred every 5'/, years on the average. 

Data for this sample of 50 ministers were.collected for a 20-year period, 
1961 to 1980. These data were obtained from the annual NEO Conference 
reports. For each of the 20 years, the specific church congregations associated 
with each of the ministers were identified and objective measures of orga- 
nizational performance concerning both nane and membership affairs 

for each. church were recorded. 


m 


The variables coded tor each church and uid used i in ihe analysis 
are as follows: |. : 
1. Attendance—the average weekly attendance at the morning worship | 
- service for the year. 
2. Membership—the total number of individuals on the membership rolis 
of the.congregation at the end of the year. . 
:- 3. Property value—the dollar value of church owned land, buildings (is 
' a~ the parsonage), furnishings, and equipment at the end of me 


4. Cenedl Assembly ving=the Conference apportions to each Puch 

a specific amount of money that it is expected to give to support the 

church at the national level. This variable is recorded as the difference 

(positive or negative) between what is Ed n for a given year and 
what was actually given. : 

- :5. Total giving—the total charitable i income -of the church for the year. 

- 6; United Methodist Women (UMW) giving—the amount of i income of 

l the UMW-for the year. UMW is an auxiliary group connected with 

each church but governed and operated independently of the ininister’s 

-leadership. — 

7. Salary—the salary paid to the minister of interest for the year. 

The first five variables are stable objective measures of a congregation's 
overall performance. Expectations were that the minister (leader) would be 
able to impact positively or negatively on these variables during his/her tenure 
with the congregation. A more effective leader would be associated with 
increases in each of these variables; whereas other leaders would be associated . 
` with insignificant or negative changes. Of the objective measures available, 
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these variables were chosen for analysis because they reflect total congrega- . 
tional performance and should be responsive to the direct involvement and 
. programmatic efforts of the leader: Variables that measure involvement. in | 
a single church program (e.g., Sunday School attendance) or charismatic 
behavior and dramatic events (e.g., new converts or number received on pro- 
- fession of faith) were not used. Measures of. overall organizational perfor- 
mance provided clearer answers to the question of leadership and organi- 


zational effectiveness. The sixth variable, UMW giving, was included for -_ 


^ analysis because it was anticipated that the minister should have no impact 
_ on this variable. A minister does not provide leadership, attend UMW meet- 
- ings, serve on its nomination committee, or participate in any way with this 
group. (For the sample, the most likely involvement. was to deliver the devo- 
. tional at the Christmas spouses’ dinner.) Thus the minister has little op- 
portunity to influence UMW giving. If organizational behavioral changes 
. are attributed to effective leadership, then these changes ‘should occur only 
" in those areas that the leader influences and not in auxiliary groups; how- 
ever, if organizational changes occur because of-historical events or for some 
. reason outside the minister’s control, these changes should occur in all areas, 
not just those that he/she directly influences. The inclusion of UMW giv- 
ing in the analyses was to provide a contrast between those areas under the 
. . leader's influence and those outside his/her domain. _ - 
'" "These six variables were then transformed in order to allow comparisons 
. across churches and across years. First, all monetary variables were adjusted - 
for inflation by using the cost-of-living adjustment (COLA) index provided 
by the United States Bureau of Labor Statistics. This adjusts all figures to 
be equivalent in terms of 1967 dollars. Second, the variables were standard- 
ized within year (across churches) by converting to z-scores. This last trans- - 
formation was necessary to allow churches with quite dissimilar character- 
istics to be compared on an equivalent basis. This procedure permits all | 
B VID to be. cones ACTOSs years and: across churches., p 


| | Results 
Impact of Recte Leiden id 


The procedure involved two phases, the identification of effective indes 


. "and then an estimation of the leader’s impact on organizational performance. 


The salary paid to a minister was used to identify effective leaders. Ministerial 
salaries are.determined by each congregation. Salary increases offer the mem- 
bership an opportunity to recognize outstanding performance. If the church 
. is financially. unable to reward superior performance, the minister’s super- 
visor may arrange a transfer to a more financially rewarding post. Thus, - 
| the salary a minister receives can be treated as an objective performance 
appraisal measure.  . 

. To identify ministers who were receiving the highest E consistently 
across their careers, the salary figures were first regressed onto tenure (time 
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since becoming a full time, nonprobationary minister). Having removed the 
salary variance due to tenure, the residual salary figures were standardized 
within year through a z-transformation. Ministers were identified who, for 
_ the entire 20-year period, consistently had tenure-adjusted standardized sal- 
aries above the mean, and in addition had salaries at or above one stan- 
dard deviation above the mean eight or more times. This criterion resulted 
in 7 of the 50 being labeled as high performing ministers. 

The second phase of the analysis was concerned with testing the hypothesis 
that the high performance leaders should have a greater, positive effect on 
church performance variables than the average or low performing leaders. 
This hypothesis was tested using regression analysis. Each period of associa- 

tion between a specific minister and a specific church was identified as one 
-unit of analysis. This resulted in 132 separate units. For each performance 
variable, the value for the last year of the minister's association with a church 
Was regressed onto the value for the beginning year of the minister-church 
association. To determine if leadership would add to the predictability of 
the final year variable over and above the beginning year variable, a second 
dependent variable, minister performance level (coded 1: for high perform- 
ing minister, zero otherwise), was entered into the regression equation. At 
the outset; it had been hypothesized that this status variable should add 
to the predictability of the first five performance variables because the min- 
ister should have an opportunity to have a positive, neutral, or negative ef- 
fect : on them. The status variable should not impact on UMW giving, how- 
ever, a3 this activity is largely outside the purview: of the minister’s direct 
influence. . 
. The results of this analysis are suminadzed fü Tuble 1. A stepwise regres 
sion analysis was conducted separately for each of the performance vari- 
ables, In each case, the first year performance variables were entered first 
into the equation and were all highly significant predictors of church per- 
formance in the minister's final year. This is expected. Clearly, organiza- 
.tional performance in such a stable environment asa church will not vary 
erratically from year to year. However, in spite of the large amount of variance 
accounted for by prior performance, the minister performance status vari- _ 
able added significantly to the prediction for all variables except UMW giv- 
ing, as predicted. For instance, the status variable added to the prediction 
- of church attendance, increasing R? from .701 to .736. Similar patterns of 
results were obtained for the other variables. These results demonstrate that 
identification and separation. of effective leaders from all others produces 
a significant increment in explained variance in organizational performance. 

Also, to determine if the variables required correction for serial correla- 
tion, the Durbin-Watson (D-W) statistic, a test for the statistical independence 
(or lack of it) of time-series data, was calculated (Durbin & Watson, 1951). 
All the values exceed the critical point (1.58) at alpha —.01, indicating that 

serial correlation does not exist in the data used and thus no correction for 
autocorrelation was needed. 
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Regression Results for Leadership Effect 
oin Organizational Performance 





Ending Value RC i Beta Weight R^ ' Stepwise F Prob>F D^ 
Attendance . Beginning value — .629 . .70l 153.31 .0001 - . 2.029 
; Ps . Status .531 ^ 73° 71466 | 000 l 
Membership Beginning value 644 . „849 396.43 .0001 ^ 2.366 
Status s , «215 . 854 4.30 0401 4 7 
Property value Beginning value 644 .758 246.06 0001 2.041 
Status .284 .769 6.18 .0142 ES 
Operating budget Beginning value . 481 + 263 51.08 - .0001 2.365 
Status 4441 .289 4.68 . £0324 
Total giving Beginning value — — .517.- .600 103.30 -— .0001 1.821 
^. . ,-. Status. . — 299- '" 611 3.74 +  .0555 l 
UMW giving . Beginning value 418 .298 $5.22 . 0001 1.873 . 
at. Status  . .240 .306 — 2167 rs 
"The value for status ihe RË value when both variables are entered in the model 
?Durbin-Watson statistic. — , 


A graphical —— of the data also iridicated iu the effective ministers 
had a positive impact on performance; The attendance and giving values 
were subjected to a Box-Jenkins ARIMA time-series analysis (Box & Jenkins, 
1976). All churches were matched by the year in which the original 50 min- 
isters appeared. A visual analysis of the resulting plots indicated that the 
performance for the churches with effective ministers improved when these 
ministers took charge and that these churches consistently performed higher.. 
than the others. Although such an analysis was not appropriate for this data . 
set because of the relatively small number (20) of time points (McCain & 
McCleary, 1979), the results were consistent with the major analyses. 


Impact of Succession Events 


Succession, i in and of itself, has biis iai to lead to a disruption i in 
organizational performance (Grusky, 1960, 1963)..One method to test for 
this effect is to use regression analysis to see if the succession event is predic- 
tive of organizational performance following succession: The present data. 
set is well-suited for this test because of the sheer number of. succession 
events that occurred. It was hypothesized that there would be no disrup- 
tion or improvement in organizational performance attributable merely to 
change in ministers. The first analysis tested for an immediate effect by look- 
ing for change over contiguous years; a second analysis tested for the suc- 
cession effect over a 4-year time span. 

To examine for an immediate change i in performance attributable to suc- 
cession, each of the five performance variables was compared for all pos- 
sible pairs of contiguous years and for the original 50 churches over the 
20-year period. For instance, membership for church X in 1961 was paired . 
with membership for church X in 1962; 1962 with 1963, and on through 
1979-1980. This was-done for each church and for eu of the — f 
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Additionally, for each pair: of data, a succession variable was created that 
was coded 1 if there was a change in minister between the two years (suc- 
cession) and 0 if there was no change. A succession event occurred during 
approximately 20 percent of these pairs of years. A simple linear regression 
then was performed for each of the five variables with the dependent vari- 
able being the second year’s performance and the independent variables being 
the first year’s performance and the dummy coded succession variable. If 
succession is not a significant predictor, then it can be concluded that a 
succession event is not disruptive, either positively or negatively, in and of 
itself.  . 
To test for a delayed succession effect, three 4-year time periods (1964-1967, 
1969-1972, 1974-1977) were examined. (The entire period could not be used 
because all churches experienced several leadership changes during the 20-year 
period; and the analysis required a contrast between churches experiencing 
a succession event and churches whose leadership did not change.) These 
time periods not only represent early, middle, and late portions of the data, 
but they also satisfy the requirement for an adequate number of churches 
in the succession group as well as in the nonsuccession group. Thus, in each 
of these time periods, churches were identified that experienced no change 
in leadership (20 for the first period, 22 for the second, 17 for the third). 
For these churches, the five performance variables were paired for the.years 
1964 and 1967, 1969 and 1972, and 1974 and 1977. For the remaining 
churches, those that did experience succession during that time frame, the 
performance data for the year immediately following succession were paired 
with the data from the fourth year from that point. A regression analysis - 
was conducted on the paired data, regressing the later year's performance. 
onto the first year's performance and a dummy coded succession variable, 
As before, if the succession variable does not add significant predictability, 
it is concluded that it has no disrupting influence. This analysis was con- 
ducted on each of the five performance variables for each of the three time 
segments except for attendance i in the early period, which had excessive miss- 
ing data. 

AS hypothesized, the succession variable in both the test for immediate 
and the test for delayed succession effects did not add significantly to the 
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Variable Beta Weight R? F P 
Attendance Beginning value ~ . .925 89 5302.04 :0001 
Membership Beginning value po" » 9861.50 cl 
a“ ae. = T ww B 
Opening des Regaine wine ^ O 2 o 3M 
| Succession "Uo 400 - 48 1.24 2656 
Total giving Beginning value > —.768 65 1557.51 0001 

Succession l E 4,057 '.66 .58 4467 
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predictability of the later year’s performance variable. For the first analysis, 
‘which examined an immediate succession effect for contiguous pairs of data, 
the beginning values of each performance variable were highly significant 
predictors of the ending values (p < .0001 in all cases), but the succession 
variable did not contribute significantly (p> .05 in all cases). (See Table 2.) 
The results for the delayed succession effect over a 4-year time span yielded 
virtually identical results. In no case is the succession variable a significant 
predictor of the later year's performance. (See Table 3.) Thus, leadership 
change or succession does not in and of itself account for either immediate 
or delayed variation in — performance, positive or negative. 


Discussion ` 


The results of these analyses bring. some er to the issue of bild 
effects on organizational performance. If ministers are viewed as a homo- 
geneous group, each possessing similar leadership skills, then leadership ap- 
pears to have little or no detectable influence on organizational outcomes. 
When the effects of leadership without distinguishing between superior and 
all other performers were examined, such events did not account for signifi- 
cant incremental variance in organizational performance. On the other hand, 
when this assumption was abandoned and effective leaders were differen- 
tiated from all others, leadership definitely made a difference. The group 
. of superior performers demonstrated their impact, not only on a single cri- 
terion measure and within a single organizational unit, but also on multi- 
ple criterion measures and across-several organizational units. Churches that 
superior performers led repeatedly experienced greater giving, membership 
growth, and property development than did other. churches. ` l 

Not only do these results represent a statistically significant finding, but 
the greater effectiveness of these leaders also may have some practical rele- 
^ vance. As previously stated, in such a stable environment much of the vari- 
ance is accounted for by past performance; however, outstanding performers 
do impact on their organizations. ‘Evidence for such a position comes from 
an examination of the zero-order correlations of the last year’s performance 
values and the status variable. They are .614, .635, .572; .084, and .547 
- for the variables attendance, membership, property value, operating budget, 
and total giving, respectively. All except the correlation with operating budget 
are highly significant, indicating that effective leadership is strongly asso- 
ciated with organizational performance. The low correlation with operating . 
budget i is anticipated because of the.small amount of variance accounted 
for in the original regression analysis (R?=.289). ; 

To date, both the leadership performance and succession literatures have 
been unable to separate leader influences from contingent organizational 
factors. Seldom do researchers have the opportunity to follow leaders as 
. they direct several organizations Or organizational units in the course of 
their careers. Usually, researchers ínust examine leadership in a single orga- 
nization or one organizational unit. In this study, leaders could be traced 
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i as they. | from organizational unit to organizational unit. This per- 


mits greater understanding of the contributions of the. leader to organiza- 
tional success. OMM T MEC ee 

Although these ministers were repeatedly assoctated with improved or- 
_ganizational performance, several caveats should be kept in mind. This 
analysis identifies a group of leaders that impact upon their organization, 
but the “great man” theory of leadership is not inferred or resurrected here. 
These individuals were effective in several churches, but it cannot be assumed 
that they would have been successful.as business or military leaders.. The 
churches certainly were similar in organizational structure and leader role. 
expectations. The present findings are contingent on a specific type of or- 
ganization and organizational structure. Furthermore, the analysis permits 
identification of highly effective leaders; it does not explain why. One can 
only describe them as effective and point out that, unlike other leaders, these 
ministers were effective across their careers in more Hanc one ie organizational 
unit, .. 
If óne were to speculate as to iis. some jeàders were more effective than 
others, several possible explanations seem reasonable, Because. leadership 
effectiveness is demonstrated across several organizational units, it would | 
appear that the cause may lie in some intrinsic attributes or characteristics 
of the individual. Examples of such attributes and/or characteristics could 
. be personality characteristics, leadership style, and management ability. A 
second potential explanation is that these leaders were labelled as highly 
‘effective by the church hierarchy, and the churches to which they. transferred 
may have been expecting superior leadership. The churches then may have ` 
acted to reinforce that expectation. A third possible explanation is that: those 
who had previously been described as outstanding might have greater nego- 
tiating room with a congregation and could negotiate more role latitude, 
thereby permitting them to be more creative in their. ministries. One or several 
'of these explanations may be appealing, but the present analysis canriot 
. provide direct tests of these hypotheses. The analysis permits only the iden- 


. tification of effective/ ineffective leaders; one can only eee as to > why | 


: this occurs. . y 
- These findings also provide some insight into. the leadership succession. 
discussion. The study supports Gamson and Scotch’s (1964) null effect posi- 
tion on succession. An examination of organizational performance for. the 


^. total sample of churches shows that changes in leadership-do‘not disrupt ; 


organizational performance or lead to immediate improvements as such re- 
search has suggested. However, sports writers, fans, and stockholders might 
be correct in calling for new leadership: when an organization is flounder- 
ing. If a change is likely to make no difference or at least will not harm 
the organization and there exists. the possibility that the occasional excep-. 
tional leader might occupy that leadership position, why not change? Some 
leaders will influence organizational outcomes. , 

Can leadership make a difference? Some leaders definitely do influence 
. organizational performance. Perhaps it is time to go beyond describing leader 
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activities or behaviors and concentrate. on identifying effective or influen- 
tial behaviors. 
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Discrepancies in the pay. — I of male and fe- 
male management students were investigated, and poten- 
lial causes of such discrepancies were explored. Females 
were found to have significantly lowér career-entry and 

» Career peak pay expectations than males. Sex differences | 
in career paths, comparison standards, and job facet im- 
portance were identified as potentially important -— | 
Hons for these sex differences. - | 


Full-time working women in the United States are concentrated in lower 
paying, lower prestige jobs than men, and they are paid less than men given 
comparable work and qualifications (Hoiberg, 1982; Levitan, Quinn, & 
Staines, 1971; Treiman & Hartmann, 1981). Despite this inequitable situa- : 
tion, however, most field studies of job and pay satisfaction have found 


no evidence that women are more dissatisfied than men with their pay or - 


‘with their jobs (Crosby, 1982; Herzberg, Mausner, Peterson, & Capwell, 
1957). Rather, the majority of studies find women and men to be equally : 
satisfied with their jobs and their pay. Crosby (1982) has referred to this 
‘pattern of women being subjectively satisfied with their wages in spite of 
objective underpayment as “the paradox of the contented female worker." 
A nuniber of explanations have been offered for this paradox, the most 
popular being sex differences in reward expectations (Chesler & Goodman, 
1976; Konar-Goldband, 1981; Major & Deaux, 1982; Nash & Carroll, 1975; 
Sauser & E 1978; Smith, Kendall, & Hulin, 1263): Specifically, it has 


LThis research was eupprted by a National Institute for Mental Health Grant, ROS MHS5030, 
to the first author. Portions of this research were presented at ROM Sverre of Manage- 
ment, New York, Angust 1982. Thanks are extended to the interns, the SUNYAB School of Manage- 
ment, and especially to their with ect. 
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been suggested that women have lower pay expectations than men, hence 
their tendency to be equally as satisfied as men with lower pay (Smith et 
al., 1969) or more satisfied than men with equivalent pay (Sauser & York, 
1978). 

The idea that expectations are an important determinant of outcome sat- 
isfaction has been suggested by numerous theoretical perspectives (Adams, 
1965; Crosby, 1976; Herzberg et al., 1957; Lawler, 1971, 1973; Locke, 1976; 
Porter & Lawler, 1968; Stouffer, Suchman, DeVinney, Star, & Williams, 1949). 
For example, Porter and Lawler (1968).suggest that jób satisfaction depends 
on the match between expected and obtained rewards. Alternatively, Locke 
(1976) suggests that satisfaction depends on the discrepancy between what 
a person has received and what he/she desires, whereas Lawler (1971) sug- 
gests that satisfaction depends on the discrepancy between what a person 
has received and what the person feels he/she should receive. These theories 
have in common the notion that it i$ the discrepancy between perceptual- 
cognitive factors regarding what might be achieved and outcomes.that are 
attained that fosters dissatisfaction. Thus, someone with low outcome ex- 
pectations may be more satisfied with a given outcome than someone else 
with higher expectations might be with the same outcome. Results of nu- 
merous studies are consistent with this general proposition (Andrews. & 
Henry, 1963; Ilgen, 1971; Spector, 1956). ' 

Despite general support for the role that expectations play in influencing 
satisfaction, their use as an explanation for the lack of sex differences in 
job. and pay satisfaction has been primarily post hoc. There is little direct 
evidence of sex differences in pay expectations. One exception is unpublished 
data cited by Nash and Carroll (1975) indicating that female undergraduates. 
at the University of Maryland had much lower salary expectations after grad- 
. uation than did males. Thus, the first purpose of the present study was to 
test directly the hypothesis that men and women differ in pay expectations. 
Male and female management students enrolled in an internship program 
prior to graduation were asked to indicate how much money they expected 
to earn at career entry and at career peak. It was hypothesized that women 
have lower career entry and career peak pay expectations than men, even 
among a highly selected group such as management students. 

The second purpose of this research was to explore what factors might 
explain these possible sex differences in pay expectations. A review of the 
literature reveals that a number of factors have been hypothesized to con- 
tribute to, or determine, pay expectations. These include: career path fac- 
tors (e.g., education; occupational choice); actual job inputs (e.g., effort, 
. performance) and perceived job inputs (e.g., perceived effort, performance); 
actual and perceived job characteristics (e.g., difficulty, responsibility); per- 
ceived value of job outcomes (e.g., monetary and nonmonetary); and per- 
ceived inputs and outcomes of referent others (social comparisons) (Lawler, 
1971, 1973; Porter & Lawler, 1968). Several of these factors may be partic- 
ularly influential as determinants of possible sex differences in pay expec- 
tations. In particular, career paths and qualifications, comparison standards, 


perceived. job inputs, and the viles placed on various job icones are 
. all factors that may differ between men and women and may explain sex 
. differences in pay expectations. Although prior research has not explored 

the predictive value of these factors for explaining sex differences in pay 
expectations, the literature provides sore evidence regarding the plausibil- 
ity of each. A simplified model that graphically Pe the hypothesized 
ene a 


|  Hypothesized Model of ae Differences in Pay Expectations. 





One explanation for sex differences] in pay expectations and € 
. satisfaction is that women and men select different career paths, with women 
pursuing less advanced degrees, planning to.spend fewer years working full 
time, and self-selecting into lower paying occupations than men (Hoiberg, 
1982; Treiman & Hartmann, 1981). Such differences in occupational and 
educational choices may lead to sex differences in pay expectations. 

A second factor that may explain sex differences in pay expectations is 
. that women and men may differ in their objective job inputs. That is, 

‘women’s lower pay expectations relative to men may be based on the fact 
that women are less qualified than men or perform more poorly on the job 
"than men. Although little evidence of this exists, the widely held stereotype 
that men are more competent than women; especially as managers (O'Leary, 


> 1974; Schein, 1973) suggests the importance of examining this possibility. 


A third set of factors that may mediate ‘sex differences in pay expecta- 
tions and satisfaction is that men and women may differ in the characteris- 
tic manner-in which they perceive their own job-related inputs (Major & 
Deaux, 1982). In particular, womer's perceptions of their job inputs may 
be lower than men's, thus leading to lower pay expectations among women. 
A substantial literature within social psychology has demonstrated that across 
a wide variety of tasks, women tend to have lower performance expecta- 
tions than men and tend to devaluate their own performance, in the absence 


of feedback, relative to men (Lenny, 1977). In addition, women and men — 


have been found to differ in the explanations, or attributions, that they give 
to their performance (Deaux & Farris, 1977). Relative to men, women tend 
to use more external attributions. for their successes and more internal 
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attributions for their failures. In turn, these explanations for performance 
have a significant impact on.the perceived value and personal relevance of 
'good or poor performance. Thus, sex differences in the characteristic way 
in which job inputs are perceived, particularly in terms of performance ex- 
pectations, performance evaluations, and attributions for performance, may 
underlie sex differences in pay expectations. 

A fourth factor that may mediate sex differences in pay expectations and 
satisfaction is the value or importance that individuals place on various career 
Job outcomes, such — research indicates that the subjective 
value of job-related rewards may play an important role in job satisfaction 
(Landy & Trumbo, 1980). Several researchers have suggested that one reason 
why women are as satisfied as men with their pay, even though they earn 
less, is because money is not as important to women as it is to men; whereas 
other outcomes, such as good terpersonal relationships, are more impor- 
tant to women than to men (Callahan-Levy & Messé, 1979; Crosby, 1982; 
Sauser & York, 1978)..Crosby (1982) has recently reported evidence consis- 
tent with this proposkip although other research has been less supportive 
(Brief, Rose, & Aldag, 1977; Jurgensen, 1978). The role that sex differences 
in job facet importance may play.in explaining Sex ues in pay ex- 
pectations has not yet been investigated. 

_ A fifth possible determinant of sex differences i in reward expectations is 
the social comparisons that an individual makes. Social comparisons re- 
peatedly have been found to be important mediators of expected pay and 
perceived fair pay (Adams, 1965; Goodman, 1974; Lawler, 1971). Chesler 
and Goodman (1976) have speculated that one reason why women continue 
to work for less money than men is because women and men may use dif- 
ferent reference group comparisons; specifically, women may compare their 
outcomes with other women, rather than with those of men. Women typically 
- are paid less than men, and thus they base their outcome expectations on, 
and evaluate the fairness of their outcomes against, a lower social comparison 
standard than do men. Recent research (Crosby, 1982; Major & Forcey, 1982) 
suggests that both sexes are more likely to compare with a same-sex rather 
than opposite-sex other when evaluating their jobs. Alternatively, women 
and men may use the same others for comparison, but estimate the pay 
of these others differently. Both of these approaches suggest that women 
and men differ in their estimates of the pay of others in their field, and 
that these differential comparisons underlie sex differences i in pay expecta- 

tions. 

The present research was designed to assess the ability of the above five 
factors to explain any observed sex differences in pay expectations. Note 
that the goal of this research was not to identify and test the entire range 
of determinants of pay expectations. Rather, the goal was to identify and 
test those factors that, because of their relationship to both sex and pay 
expectations, could explain sex differences in pay expectations. Thus, the 
focus of this research was, first, to determine whether or not men and women 
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; differi in their pay expectations and, second, to determine what factors might 
explain these sex differences in pay expectations. 

Management students enrolled in:a *work experience" erhi were 
asked to respond.to two questionnaires, one prior to the start of the intern- 
ship and one at the completion of the internship. In addition, these interns’ 
supervisors were asked to evaluate their performance on the internship. This 
allowed for the exploration of sex differences in pay expectations among - 
a highly motivated, similarly trained group of men and women who did 
not yet have a long term professional pay history, but for whom "e 
i o: dadas work m could be obtained: mE 


Method 


Subjects - 
Of 83 — enrolled i in the: management t internship program at the 
_ State University of New York at Buffalo during the spring semester of 1980, 
61 responded to the first questionnaire, and 50 of these also responded to 
the second questionnaire. Thus the sample was comprised of 50 students, _ 
31 male and 19 female; 64 percent (32) were enrolled in the MBA program, 
6 percent (3) were enrolled in the joint. ‘BA/MBA program, and 30 percent 
ED were business majors enrolled i in the BA’ ‘Program. | 


_ Procedure and Measures 


Via a mailed request, ieni were asked to n— to two duin ties 
regarding their perceptions of their internship and jobs in general. The first 
questionnaire was administered during the first few weeks of a five-month 
. internship. This questionnaire addressed three factors proposed to mediate 
the relationship between sex and pay expectations; (1) career path—degree 
program (undergraduate business, combined BA/MBA, or MBA; coded 1, 
2, and 3, respectively); specialty area (e.g., marketing, finance, personnel; 
‘recoded as personnel=1 and not personnel=0); and the number of years 
the person planned to work full time; (2) expected job inputs (how well the 
"intern expected to perform on the internship; how hard the intern planned 
. to work on the internship; and how strong the intern thought his/her back- 

- ground and training were for the work to be done on the internship—each 
coded on a 1 to.7 semantic-differential type scale); and (3) the importance 
placed on different career job outcomes (ratings of the importance of friendly 
and cooperative co-workers, friendly and cooperative supervisors, a high ` 
salary, good promotional opportunities, the chance to make important deci- 
sions, good job security, the interest of the work itself, frequent feedback 
about performance, high status, and the importance of the work itself— 
- each rated on separate 1 to 7 scales, with 1 Et OD | 
and 7 a extremely important). 
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On omplen of the internship, the second questionnaire was adminis- 
tered. This questionnaire assessed the critical measures of career entry and 
career peak pay expectations. Respondents were asked: “How much money 
do you expect to earn your first year working full time (in today’s dollars)?” 
and “How much money do you expect to.earn the year you make the most " 
(in today's dollárs)?" -Career entry and career peak comparison standards 
„Were assessed via two questions:. “How much money do you think most 
‘people i in your field earn their first year working (based on today’s starting 
salary)?" and “How much money do you think the best paid people in your 
field earn the year they make the most (in today's dollars)?" Perceived job 
inputs were assessed via interns' ratings of their overall performance on the 
internship, their strength of background and training for the internship, and - 
-the amount of effort they put into the internship, each rated on separate 
1 (low) to 7 (high) scales. Attributions were measured by asking interns to 
rate on separate 1. (not at all) to 7 (to a great extent) scales the extent to 
which their most successful accomplishment on the internship was caused 
by luck, their ability, assistance of others, background and tráining, amount 
of effort, and ease of the work. It should be noted that although perceived 
job inputs (ie, performance expectations, evaluations, and attributions) were 
assessed via questions addressed specifically.to the internship job, it was 
felt that the responses to these questions might tap characteristic evaluative 
and attributional styles of women and men. 

At the completion of the internship, each student’s intertiship supervisor 
was asked to evaluate independently the student's performance on the in- 
- ternship and the strength of the intern’s background and training for the 
job. done:;on the internship on separate 1 to.7 scales. In addition, super- 
visors were asked to estimate what most people in the intern’s field typical- 


ly earn their first year working. full time. These data provided independent E 


assessments of the student’s qualifications and performance, as well.as in- 
deptodent assessments of typical career entry pay in the field. 


^ Results 


It was predicted that men's pay expectations would be significantly higher 
than those of women. The means and results of analyses of variance, pre- 
- sented at the top of Table 1, confirm this prediction. Males' expected career 
" entry salaries were more than $2,600, or about 16.5 percent, higher than 
were those of females. The gap between males’ and females’ career peak 
pay expectations was even greater. Men expected to be earning almost $20,000 
more than women expected to be'earning the year they would earn the most, 
a difference of almost 46 percent. 


Explaining Sex Differences in Pay Expectations 


Five types of variables were proposed as sonible — for the | 
gap in male and female pay expectations. These were: career path factors 


‘Table 1 
Sex Differences » Pay Expectations and Hypothesized 1 Mediators 








"Males i ^ Females F 
Career entry ` $ 18,516 $15,895 ' 6.66** 
Career peak ; e $ 61,482 $42,188 12.73*** 
Intern comparison standards ` ‘ 3.52**4 
Others’ career entry pay : | $417,942 $15,722 4.17** 
Others' top pay $236,315 $69,588 2.95* 
comparison standards . 
Typical career entry pay - $ 14,850 14,342 «1 
Career job facet importance M ; 1.82*8 
High salary — - 5.32 4.16 10.19*** 
Interesting work . 6.23 6.74 - 7.00** 
Promotional opportunities 6.19 : 5.68 :3.42* 
Decision 5.94 5.47 1.99 
feedback 5.39 5,84 2.44 
status . 471°. 4.16 1.78 
Friendly co-workers ST 5.68 <i 
Friendly supervisors 5.68 ^ §.89 <1 
Job security 5.10 5.32 <1 
Important work 5.61 5.42 «1 
Perceived intern inputs - x xu ae T cts n D. 
ons e <le 
training ie Pe > 5,21 «1 
Effort planned l 5.65. 5.53: ‘<i 
Performance expectations . 6.06 6.05 <i 
pg i - <l 
training 4.93 4,53 «I 
Effort put forth 5.37 5.21 «1 
- Performance evaluation 5.77 5.95 ` <i 
. Attributions - | <le 
Luck 1.90 1.74 © «1 
Ability 5.73 5.79 «1 
Others 3.97 4.11 ` <1 
4.70 4.84 : «1 
Effort . : 5.60 5.74 «1 
Task case — 2.83 3.21: «1 
Intern supervisors’ ratings | |» «]* 
Performance evaluation .6.17- 6.41: 1.09 
Background/training 5 42 5.53 «1 
"hoe we he muti F wats E for the variable chister Immediately folowing 
p< 
**p < .05 Sp 
s**t) <, 0l l 


A 


(specialty area, selected degree program, years to work full time); comparison 
levels (perceptions of others’ pay); the importance of various career job out- 
comes (money, interesting work, etc.); self-perceptions of job inputs (per- 

formance expectations, evaluations, and attributions); and objective job in- 
puts. To examine the viability of each of these explanations, sex differences 
in each factor were assessed. Only those factors for which there was a sig- 
nificant (p<.10) sex difference merited further examination as plausible 
explanations for sex differences in pay expectations. The results of chi square 
analyses (for specialty area and degree program) and multivariate and uni- 
variate analyses of variance can be found in Tables 1 and 2. These analyses 
indicate that males and females differed on three major factors: career path, 
intern comparison standards, and career job facet importance. : 





___Mates  . Females — wi Re 

Degree program as Oe | x12) 5.53, p<.06 
. MBA. | RS 71.9 3 52.6 qo p: 
B.A. (Bus. Major) 19.4. (6 | 00 44 | i 

zlty area x44)=12.82, p<.05 

wl E 9.1 0) 5236 (1 dE 

m 387. (1 26.3 

Finance/accounting 25.8. g 5.3 1 
Management information systems rea 2 ea : 
= 356 — 317 '. Fh472205, p»:10 


As. indicated i in Table 2, although all subjects were management ERN 
the career paths of males and females were not equivalent. Men were more 
likely than women to be MBA rather than BA candidates, although this 
difference was not significant. Differences in specialty area chosen were more 
dramatic; for example, over half the women, as compared to only 10 per- - 
cent of the men, chose to concentrate in personnel. Women and men in this 
sample did not differ significantly in the number of years they planned to 
work full time. | 

Men and women also differed significantly in their career entry comparison 
standard. Men thought that others in their field earned approximately $2,200 
more at career entry than women thought others in their field earned. Women 
and men also differed marginally (p <.10) in their career peak comparison - 
standards. Men thought that the best paid others in their field earned more : 
than three times as much at career peak than women thought they earned. 
The standards provided by supervisors (who were managers in the interns' 
field), however, did not differ for male and female interns. That is, super- 
visors of males and females provided similar estimates of typical career entry 
pay. Thus, the sex difference in pay expectations does not appear to reflect 
supervisors’ expectations or perceptions of pay levels in the field. mE 
_ With respect to the importance placed on various career job outcomes, 

women and men differed significantly in the importance they placed on a 
high salary and interesting work. Men rated a high salary as significantly 
more important than women did, and women rated interesting work as sig- 
nificantly more important than men did. Men also rated promotional op- — 
portunities somewhat higher (p«.10) than women did. 

Analyses of perceived job inputs revealed that women and men were vir- 
tually identical in their performance expectations, evaluations, and attribu- 
tions for the internship job. Thus, the men and women in this sample did 
not display differences in the manner in which they perceived their job-related 
inputs. Furthermore, women and men did not differ in their objective job 
inputs, as rated by their supervisors. Thus, at least when assessed regarding 
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a specific job experience, these factors do not appear to be plausible ex- 
planations for the observed sex differences in pay expectations. . 
 - To examine the extent to which the factors demonstrating a sex difference 
could explain the observed sex difference in pay expectations, a hierarchical 
multiple regression analysis (ies, one in which the entry order of variables 
is specified) was conducted using the 47 subjects for whom all data were 
complete. The bivariate correlations of the variables used in these analyses © 
are presented in Table 3. It is important to note that the focus of the analysis 
differs from that of the typical regression analysis. The intent was not to 
predict a single dependent variable from multiple independent variables. 
Rather the focus here was to understand a relationship—that between sex 
and pay expectations. The intent was to examine the association of sex and 
‘pay expectancies as it exists and to examine the changes in thàt relationship 
as various Eon underlying causes or ioo. were HIMDSHCANY con- 

trolled. . B 


2c 


` 
tu E at ae 
4 x 
- 





| Bivariate Correlations Among Variables in Regression Analysis 
i Variable 
Variable 1 2: 3 4 5 ó 7 8 
1, Specialty area® -— EET : 
2. Degree 407 , -—. 
3. Career entry com- l 
parison. ~.22 S799. c Lv 
4. Career peak com- E 
parison > , 15 14 = 
5. Im ce of i 
, sglary. ~18 15 420 19 — 
6. Importance of in- : E 
teresting work , ..30*. .06 ... 02 . H -27 | — 
7. Career entry pay a l "MN "TEE oa 
~28* .7***  ,80*** 18 86-07 .03 ` 
expectations: ~28* 14 Al .3**  28* -10 SA u 
9. Sexb AB*"» 25> —29* 426* --42*** = 36** .35*"*  -49*** . 
= not personnel, mel, T= personel $e EE ' 
51— male, 2= ute ae oF 7 f 
nir AM ias CINE UE "P 
»*p«..01 US : 
«**p < .001 


Because the partial and standard partial regression coefficients for.a given 
variable in a regression equation (the b' weights and beta weights, respec- 
tively) indicate the predictive utility. (association) of that variable with the: 
effects of the other variables i in the equation held constant (Cohen & Cohen, 
1975; Kerlinger, 1973), the regression coefficients for sex can be examined 
when it is the sole factor in a regression equation predicting pay expecta- 
tions and when.other factors are included. When sex is the only variable 
. in the equation (see Table 4, step 1), the regression coefficients arid the F 
statistic for sex indicate the degree and significance of me relationship, 
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between sex and pay. expectancies. As other factors are successively included 
in calculating the regression. equations (see Table 4, steps 2 through 5), the 
regression coefficients and F statistics for the sex factor reflect the relation- 
ship between sex and pay expectations controlling for these other factors. 

More specifically, as illustrated in Table 4, the b weight for sex indicates 
the dollar value of the gap in pay expectations between men and women 
initially. (step 1) and then controlling for the other factors (steps 2-5). The 
beta weight indicates the zero order correlation between sex and pay expec- 
tations (step 1) and the partial correlation between sex and pay expecta- 
tions controlling for.the other factors in the equation (steps 2-5). The F 
statistic reflects the significance of sex as a predictor of pay expectations 
initially (step 1) and then. —" for the "—— — fac- 
tors (steps 2-5). 


| “Table 4 
Variance in. Pay Expectations Associated with Sex 
Controlling for Possible ey Factors 


Step Variable Specified to Enter 8 for Sex Sara F for Sex Adjusted R? 
1 . — 23,178 A43 . 10.59** .17 
2 Degree program -2,438 |. -33 6.80** 29 
3 Specialty area: -2,118 -29 3.56 28 
4 Importance of job facets (pay and . 

work interest) -2,904 -.40 .5,97* 30 
5 Comparison career entry pay -1,523 -21 3.12 66 

Career peak pay expectations l 
1 -18,613 -47 11.28** 20 | 
2 Degree program -18,913 ^48 .10.31** .18 
3 Specialty areg* -16,141 ©  -—41 5.49* .18 
4 Importance of job facets (pay and 

work interest) -15,198 ~39 4.18* 15 
5 parison top pay -il, -30 2.53 21 
*0=not personnel, 1 =personnel. 
*p<.05 l í 
**n<.01 


As indicated in Table.4, the initial difference in career entry pay expecta- 
tions between these 47 women and men was $3,178, with sex accounting 
for about 18 percent (.437) of the variance in pay expectations. The F 
(10.59, p «:.002) indicates that sex is indeed a significant predictor of pay 
expectations. Subsequent regression equations (steps 2-5) indicate that the 
. degree program differences could explain $740 ($3,178-$2,438), and the spe- 
cialty area differences could explain an additional $320. Taking these career 
. pay factors into account, however, did not eliminate the significant sex dif- 
ference in pay expectations, as evidenced by the significant F for sex after 
these factors were entered into the equation. Thus, sex differences in pay 
expectations were not entirely explained by initial differences between men 
and women in their degree program or specialty area. 

Investigation of the impact of subjective factors revealed that ratings given 
to the importance of pay and work interest (career job facet importance) 


1984 ZEE Major and Konar — 2008 


merely suppressed the sex difference: The estimate of others’ career entry 
pay (comparison career entry pay), on.the other hand, could explain $1,381, - 
or almost half of the.$3,178 difference between men’s and women’s career 
entry. pay expectations. The beta weights reinforced the. message of the b ~ 
weights. Sex initially accounted for about 18 percent of the variance, of which - 
only 4 percent was not also associated with differences in degree programs, 
specialty area, and comparison. standards for career entry pay. Lastly, sex 
was a significant predictor of pay until the last step when comparison stan- 
dards were held constant. At this point the F for sex dropped to marginal 
significance (p « .09),. indicating that the sex difference in pay expectations 
would not be significant if all of these factors were controlled. 

The findings. for career peak pay expectations. were generally similar ex- 
cept that the degree, program did not explain any of the $18,600 observed 
difference between men's and women's expectations. It may be that the BA 
students, who were more likely to, be women, were planning to acquire an 
MBA before Career peak. Specialty area still accounted for a.sizable por- 
tion of the sex gap ($2,772 or 15. percent); career job facet importance ac- 
i counted for $943 (5 percent); and comparison top pay accounted: for an 


additional $3,419 (about 28 percent). There remained, however, a difference — 


of $11,779 in career peak pay expectations of men and women that was 
not explained by these factors, a sizable but nonsignificant difference. The 
beta weights indicated that although sex initially accounted for 22 percent 
‘of the variance in career peak pay expectations, only 9: ‘percent of that 
variance could not be explained by the factors considered. As with career 
entry. expectations, when these factors were considered, Sex itself was no 
longer a significant predictor, of pay expectations. 

Although not the central focus of this paper, one notes the degree to which 
the five factors of sex, degree program, specialty area, importance of pay ` 
and work interest, and comparison standards could account for the pay ex-- 
pectations of the group as a whole (both men and women). Examining the 
regression equation for career entry pay expectations, the multiple R was 
..85, the R? was .70, and the adjusted R? was .66, F(6,41)=15.89, p.001. | 
Thus, these five factors accounted for 70 percent (66 percent adjusting for 
number of factors) of the variance in career entry pay expectations of the 
management students in this sample. The findings for career peak pay ex- 
pectations: were not as strong, although the equation was significant, 
F(6,34) -2.76, p «..03. The multiple R was .57, the R? was..33, and the ad- 
justed R? was .21, indicating that approximately one-fifth of the variance 
in career oun pay expectations could be explained " these five factors. 


Discussion — 


This research demonstrated a substantial sex difference in career entry 
and career peak pay expectations among a highly selected sample of pro- 
fessional men and. women. Men expected to earn approximately. 16.5 per- 
cent more pay at career entry and'46 percent more pay at career peak than 
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did women, suggesting that the gap between men’s and women's pay expec- 
tations not only exists at career entry, but may increase over the career span. 
This finding of sex differences in pay expectations is consistent with prior 
speculations: (Sauser & York, 1978) that the failure to observe sex differences 
in pay satisfaction may be due to differences in pay expectations, although 
this link was not tested directly in this research. Specifically, the “paradox 
of the contented female worker” may be attributed in part to the tendency 
for women to expect less pay than men and thus be more likely to have their 
expectations. fulfilled, even though they earn less. 

The tendency for women to expect lower pay than men also may have 
important implications for their future pay in the workforce. Recent research 
(Major, Vanderslice, & McFarlin, in press) has demonstrated that job can- 
didates with higher pay expectations are offered more money than equally 
qualified candidates with lower expectations. Thus, to the extent that pay 
expectations are instrumental i in determining future pay, women’s lower pay 
expectations may contribute to their Vaderpuyment relative to men in the 
workforce. 

. The search for factors that might explain sex differences in pay expecta- 
tions pointed to the importance of both objective and subjective factors. 
Despite general similarity in the broad occupational choice of management, 
the career paths of the women and men in this sample differed in some im- 
portant ways. First, the women in this sample were more likely than men 
to have chosen to specialize in personnel rather than in the higher paying 
fields of finance and marketing (Wright, 1982). In addition, the women were 
more prevalent i in the undergraduate rather than the MBA program. These 
differences in career paths explained a sizable portion, although by no means 
all, of the differences between women's and men's career entry and career 
- peak pay expectations. After these sex differences in career path factors. were 
taken into account, a $2,100 sex difference in pay expectations remained. 
Thus, controlling for initial career path factors reduces but does not elim- 
inate the. significant discrepancy i in males’ and females’ pay expectations. 
Women and men did not differ in the number of years they planned to work 
full time or in their actual internship performance, as rated by their super- 
visors. This suggests that neither of these factors is a likely explanation of 
sex differences in pay expectations. 

That significant sex differences in pay expectations remained once ob- 
jective factors were statistically controlled suggests the importance of other 
explanatory factors. Specifically, subjective factors also were found to play 

a key role in explaining the pay expectations gap. Most interesting were the 
sizable sex differences observed in comparison pay estimates. Women think 
others in their field earn léss than men think they do, and these comparisons 
were important predictors of sex differences in pay expectations. Differences 
in comparison ‘standards explained almost half of the difference between 
men's and women’s career entry pay expectations and accounted for more 
of the difference in career peak pay expectations than any other single fac- 

tor. Significantly, supervisors of men and women did not differ in their 
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estimates of what they thought typical others in the intern’ fiddswouid eam: : 
i suggesting that sex differences in comparison standards were not based on 
supervisors’ perceptions of pay in the field. 

There are several possible explanations for these sex differences in com- 
i parison standards.. One is that meri and women socially compare with others 
in different specialty areas. As noted previously, the women in the sample 
were. more apt than men to have chosen to specialize in personnel. Further- 
_ more, personnel tends to be less well paid than other specialty areas within 
management (Wright, 1982). In general; the more an occupation is dominated | 
by women, the less it tends to pay (Treiman & Hartmann, 1981). Thus, if 
. women and men look to same-speciality others for social comparison, women 
would be comparing with a lower pay standard than would men. Although 
this explanation is supported by the low but significant negative correla- 
‘tions observed between specialty area and comparison standards for pay 
(see Table 3), this explanation does not add appreciably to an understand- 
ing of the findings of this study. Specifically, it was found that even when - 
. Specialty area was controlled for (and hence any differences between women 

and men in comparison standards that were associated with specialty area 
were taken into account), comparison standards: significantly diminished 
. the association between gender and pay expectations (see Table 4). This sug- 
gests that the sex differences in comparison standards that explain the gender 


. gap in pay expectations are not- only. those that result from differences in - 


^ specialty area. That is, understanding why comparison standards predict 
- sex differences in pay expectations requires looking beyond the specialty area. 
A second possible explanation for sex differences in comparison stan- 
dards is that men and women primarily look to same-sex others for social 
comparison purposes. This hypothesis is consistent with recent research 
(Crosby, 1982; Major & Forcey, 1982) indicating a preference for comparison 
of job outcomes with same-sex others. The pronounced sex-segregátion of. 
most occupations (Treiman & Hartmann, 1981) may contribute to and en- 
- harice this tendency. The general availability, salience, and similarity of same- - 
sex friends and co-workers, as well as a past history of comparing perfor- 
mance with same-sex others (Zanna, Goethals, & Hill, 1975), may lead 
women to base their pay expectations on a generalized “women’s standard” _ 
and men to base their pay expectations on a generalized “men’s standard.” 
Because women typically are paid less than men for doing comparable work 
(Treiman & Hartmann, 1981), women thus compare with a lower standard 
of pay than men do and hence expect less pay for themselves than men. 
Yet a third possible explanation is that women and men may choose the 
same others for comparison but estimate their pay differently, perhaps be- 
cause of differential exposure to pay information, differential attentiveness 
to pay information in general, or selective attention to or recall of certain 
specific information. The nature of the process underlying the sex differences 
observed in comparison standards is an important question for future re- 
search. Although social comparisons have been theorized to be important 
predictors of outcome expectations and satisfaction (Adams, 1965; Lawler, 
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1971), previous research on pay comparisons is limited (Andrews & Henry, 
1963; Goodman, 1974; Lawler, 1965; Patchen, 1961) and generally has-not 
investigated sex differences in comparison standards. _ 

Consistent with some previous speculations and research (Crosby, 1982; 
Sauser & York, 1978), men placed a higher value on money than women 
did, whereas women placed a higher value on the interest of the work. These 
preferences, however, did not explain sex differences in career entry expec- 
tations and explained only a small portion of the variance in career peak 
expectations. Such sex differences in the values placed on career job out- 
comes, however, may relate directly to pay satisfaction, even though they 
are relatively unrelated to pay expectations. Contrary to previous specula- 
tions (Major & Deaux, 1982), sex differences in perceived job inputs (per- 
formance expectations, evaluations, and attributions), at least when assessed 
via reference to a specific job, did not appear to be viable mediator of sex 

differences in pay expectations. 

. A Although the factors of career path, comparison standards, sd job facet 

"importance do not explain all of the male-female pay expectation gap, 

together they account for. much of it: that is, almost three quarters of the 

variance in career entry expectations associated with sex and just over half 
.of the variance in career peak expectations associated with sex. One qualifica-- 
tion to these results, however, should be noted. Because of the timing of 
the questionnaire measures (pre and post internship) and the specific réfer- 
_ ence to the internship job in some questions, subjects" responses may have 
been affected.by and somewhat specific to their internship experience. To 

the extent that this occurred, this may reduce somewhat the ability of the | 
current data to predict and account for generalized pay expectations. One 
additional factor that might be considered in füture research is the role of 
perceived discrimination. It might be hypothesized that women personally 
expect to earn less money than men because they believe that women in 
general are underpaid relative to men with similar qualifications. Such per- 
ceptions of discrminination may.explain some of the remaining gap between 
women's and-men’s pay expectations. 
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' This study extends turnover research to the organiza- 
| tional level of analysis. For sales personnel, turnover rates 
were reliably predicted by local economic activity and aver- 
age employee age, tenure, time in present position, and 
education; for managers, few reliable predictors were 
found. Theoretical issues, research design, and aggrega- 
UC tion problems are ‘discussed. - | 


Theory and practice in pesonel and hümim resource management pri- 
marily has focused on the individual employee as the unit of analysis. Recent- 
ly, however, several writers have suggested that more research be conducted 


at the organizational level of analysis (Baysinger & Mobley, 1983; Roberts, ..- 


Hulin, & Rousseau, 1978; Schneider, 1982; Wallace, 1973). The present study 
extends research on employee turnover to the organizational level by con- - 
- sidering voluntary turnover rates for management and sales personnel 1 in 
65 retail sales stores over a two'year pe riod. 
There are several reasons why- turnover rates dioulds receive more.atten- 
tion. From an applied perspective, human resource management frequent- 
. lyis being viewed in the broader context of strategic management. Devanna, 
Fombrun, and Tichy (1981) discuss the value of conducting periodic audits 
"of an organization's human resources to ensure congruence between per- 


. sonnel functions and. the organization’ s human resource needs. A critical 


aspect-of any human resource management audit would include forecasting - 
the firm's demand for labor and the firm's supply.of labor (Walker, 1980). ` - 
Turnover rates are one of the major factors that affect the supply of labor. 
Mobley (1982) lists additional adverse organizational consequences associated 
with excessive turnover rates. From a managerial perspective, it is impor- 
tant to monitor turnover rates and to take corrective action when the costs 
of turnover become. excessive. 
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mma forecasting and planning of an organization's human resource 
requirements includes both an awareness of turnover rates and a strategy 
for keeping turnover rates at a desired level: But the development of strategies 
for dealing with turnover rates depends on the level of understanding of 
the construct under investigation. Researchers have tended to focus either 
on individual turnover following the tradition of industrial psychology or 
on turnover rates aggregated over organizations and industries as studied 
by economists. Although several models of individual turnover exist in the 
 literáture, it is not established if homology exists between functional rela- 
tions found at the individual level of analysis and those that might exist 
at the organizational level of analysis. For example, age often is. negatively 
` correlated with individual turnover. Given this reliable finding, cari it be 
. concluded that turnover rates would be negatively correlated with the average. 
 ageofthe organization's workforce? Roberts et al. (1978) state that this rela- 
l tion might not be found. Wallace (1983) reinforces this possibility by . draw- 
ing on an earlier paper by Heneman. (1969) in which Heneman stated that 
progress in personnel and industrial relations will be limited until researchers 
are able to establish vertical synthesis across levels of analysis. In addition. 
to the question of homology, research needs to be conducted that explicitly 
considers organizational level variables as predictors of organizational level 
. turnover rates. Factors such as size, location, terms of employment con- 
‘tract; and operational policies and procedures are variables descriptive of 
organizations that have meaning at the organizational level and that might 
be related to differential turnover rates across organizations.  . 

Theoretical work.on comprehensive models of organizational level turn- 
- over is in the early stages. Bluedorn (1982) recently offered several proposi- 
. tions on the impact of turnover for individuals, organizations, and/society. 
. The focus of his work is on the effects of turnover where turnover is viewed 
as a predictor. Baysinger and Mobley (1983) also have wrriten about orga- 
nizational level turnover rates. Their concern is with identifying optimal 
levels of turnover rates so that better decisions about human resource utiliza- - 
tion can be made. In particular, they discuss cost factors associated with 


~ ~ various turnover rates and cost factors associated with different attempts 


to reduce turnover. It is important to recognize, however, that the above 
described work does not focus-on spécification of organizational antecedents 
of turnover rates. Consequently, both approaches ultimately must deal with 
` the prediction of turnover in some form, either individual or organizational. 
But, as noted earlier, the question of homology has been infrequently | 
examined. 

In summary, there are both practical and theoretical reasons that justify 
the extension of turnover research to organizational level turnover rates. The 
strategic management of the firm's human resources requires accurate plan- 
. ning and forecasting of the firm's supply of labor. This is based in part on 
the diagnosis and control of: turnover rates. But policies designed to con- 
trol turnover rates should not be based on inference. They should be grounded 
in theory. Although turnover has been investigated at the individual level 


by PE A and at the aggregate level by economists, models deseni 
to predict organization level turnover rates:have yet to be developed. Such . 
‘models should consider questions of homology, or vertical synthesis, across - 
. different levels of analysis. They also should-consider, a$ new ipd n 
variables that T— exist at the organizational level. -. 


- Development of Hypotheses " 


The literature on ER was reviewed with. particalar emphasis on studies 

| that examined órganizational or departmental türnover rates as opposed 

to. individual turnóvér behavior or aggregate labor market statistics. » 
. Based on material cited in Roberts et al. (1978), Bluedorn (1982), Mobley 


] = (1982), and Parsons (1977), it has been demonstrated that aggregate. measures 


_of voluntary turnover are positively. related to tlie level of business activity. 
Business activity has been operationalized in. a variety of ways, often in- 
cluding some index of unemployment rate as a measure of demand for labor. 
: The following. hypothesis i is made: : 
HI: Employees located in areas that hüve high demands for. labor 

` will have higher voluntary: turnover rates than will employees located 
< in areas that have low demands for. labor. | 

. Organizational size has been investigated as a predictor Stvdhintry Ginn: 
. over rates. Mobley (1982) summarizes this work. He states that, concep- 


| -` tually; large organizations might have low turnover rates because of greater 


internal mobility opportunities; more sophisticated human resource man- 
E agement processes, more competitive compensation systems, and more ac- 
- 'tivities devoted to the management of turnover. But it also can be argued 

that large organizations will’ experience high turnover rates because of prob- 
lems with communication, poor group cohesion, impersonalization, and 
bureaucratization. Published research supports.no clear-cut conclusion. Thus, 


. `: "whereas it appears that size might be related to turnover rate, the direction 


of thé relation cannot always be e specified i in advance. This leads. to the sec- 
ond hypothesis. | . 
^. H2: Turnover rates will. vary. asa function of organization size. i 
Another variable at the organizational level. of analysis that has received 


= some attention in the turnover literatúre is the organization's emphasis on 
participative and supportive work relations. Price (1977) suggests that turn-. — 


' over rates are highest in otganizations that are-centralized and lowest in or- 
ganizations that encourage frequent communication and participation. - 
l Mobley (1982) similarly suggests that. turnover. rates are related to super- - 
. visory.style—specifically, consideration and authoritarianism. That-orga- 

nizations differ on such dimensions as consideration, supportiveness, par- 
ticipation, and communication has typically been studied by those interested 
in organizational cliniate, But, rather surprisingly, research on organizational 
climate has not attempted to relate climate measures to turnover rates (Joyce 
& Slocum, 1979; Naylor, Pritchard, &- Igen, 1980). In the present study, 
a measure of employee descriptions of organizational practices conceptually: 
| similar to paket organizational practices : scale ano add was available 
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for analysis. High scores on the scale indicate descriptions of a participative 
and PUE climate. Based on the above research, the third hypothesis 
is made: 

H3: Voluntary turnover rates will be negatively Cord with em- 
ployee descriptions of organizational support and participativeness. 
Composition of the labor force is another variable that has been discussed 

in the context of organizational turnover rates. Schein (1978), taking a macro 
labor-economic view, suggests that the labor market for young employees 
will become increasingly competitive and this could lead to increased turn- 
over within this age group. Pfeffer (1982), looking at the level of the orga- 
nization, suggests that organizational differences in the demography of the _ 
workforce might be related to organizational differences in turnover rates, . 
.as well as to differences in other organizational level variables: He develops 
an argument that organizational demographics might prove to be an im- 
portant systemic feature of organizations, and he notes that research is needed 
to determine empirically the utility of demographic variables as predictors ` 
of important organizational outcomes. Finally, Baysinger and Mobley (1983) — 
also mention, the demographic composition of the organization’s workforce 
as a potentially important predictor of organizational turnover rates. Earlier 
it was suggested that relations among personal demographic characteristics 
and individual turnover might not pertain to organizational demographic 
characteristics and. organizational turnover rates. Although the empirical 
' literature is sparse, there is some evidence of homology. Parsons (1977), in 

a study of turnover rates across industries, found evidence showing turn- 
over to be highest in the industries with young employees, in industries with: 
brief tenured employees, and, when holding salary constant, in industries 
with highly skilled employees. Given the above theoretical and empirical 
literature, the following hypotheses are made regarding organizational de- 
mographics and turnover rates: — 

H4: Voluntary turnover rates will be negatively correlated with the 
average age of the organization's workforce. - 

.H5: Voluntary turnover rates will be negatively correlated with the 
average length of service of the organization's workforce. 

H6: Voluntary turnover rates will be negatively correlated with the 
average length of time in present position of the organization: S work- 
fore. - 

H7: Voluntary imove rates. will be positively correlated with the 
average level of education of the organization’s workforce. 

H8: Voluntary turnover rates will be positively correlated with the 
average level of GUI of the organization: S workforce. 


' -Method 
Sample 


As part of a larger study on retail store effectiveness, archival data were 
one from personnel files in:65 retail sales stores all belonging to the 
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same aiteraationsi merchandising oigantzatioit The stores were located j in 
65 different Standard Metropolitan Statistical Areas (SMSA's). None of.the . 
Stores was unionized.- Within the 65 stores, data were collected for two em-- 
| ployee groups: management staff and zu time retail pos personnel. 


Operationalization. of Variables .. 
Voluntary turnover. rates for menstemieni and sales personnel were com- 


puted separately, following procedures recommended by Mobley (1982). First, ' 
_ the number of voluntary quits for the year was divided by the number of ` 


. . people on the payroll. for the year.. Second; this figure was multiplied by 


. 100 to produce an annual voluntàry turnover rate. Voluntary turnover was 
differentiated. from involuntary turnover on the basis of exit interview in-- 
formation and other data from store- personnel files. Data are from 1977 
and 1978. -.. > 

Labor market opportunity. was" oe in two. different ways. First; 
monthly local unemployment figures for nonfarm workers were taken from 
Bureau of Labor statistics for 1977;and 1978 US. Government, 1978, 1979). 
. .The average monthly unemployment rate-was computed for each year. This . 
: index represents an overall measure.of local labor supply that existed dur-: 
ing the year in which the turnover rates were computed. In addition, statistics 
. were obtained from the Conference Board for the same ‘period (Conférence l 
Board, 1977,.1978, 1979). The Conference Board records a help wanted in- ~ 
dex, which i is based on the number. of jobs listed in the classified. section 
of newspapers in major cities throughout the United States. The statistics 
for each sampled city are normed by the Conference Board to a base of 


` 100, which reflects the-national average of newspapers covered in 1967. In 


the present study, this index represents. one measure of the local demand ' 
for labor. Data: are for 1977 and 1978. . 

- Organization climate was assessed with aggregate employee responses to: 
7 20 items imbedded ‘in a larger employee survey that was administered regular- 


oP AY to all store employees on a volunteer basis. The survey was administered’ . 


' during the first few. months of 1977. It was not administered during 1978... 
- Specifically, the scale used here corresponds to the organizational practices 
_ scale identified by Likert (1967) i in his System IV theory of. organizations. 
. Stems from two sample items are: (1) I receive advance information regard- 
ing the. things going on in my division or department, and (2) I would feel 
free to go “all the way to the top” ‘if I felt I was being treated unfairly. A - 
series of previous studies has shown the scale to be reliable (alpha ranges 
. from .85 to .88); to differentiate, validly, store climate across stores; and 
to be predictive of unionization activity and store performance (Terborg, 
1982; Terborg & Shingledecker, 1982). High scores indicate a System IV type 
. organization. Average item scores were computed separately for managers 
and for retail sales personnel in each of the 65 stores. Before aggregate em- 
. ployee descriptions can be meaningfuly. interpreted as reflecting an attribu- 
. tion of the organization,. Jones and James (1 28) recommend that a one-way. 
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ANOVA be conducted using organization as levels of the independent vaii- 
able and employee descriptions as.the dependent variable. A significant F- 
ratio indicates that employee descriptions vary between organizations to a 
greater extent than.they vary within organizations. For both managers and 
sales personnel, the ANOVA was significant (Managers: Fg .171573.67, 
p<.01, eta-squared=.12; Sales personnel: PFg,56174.98, p«.01, eta- 


squared =.05). These results are consistent with findings from previous cli- - 


mate research and suggest that in the present study employee descriptions 
, can be aggregated to the level of the organization for both employee groups 
(Jones & James, 1979). Om 
Average workforce demographic characteristics were computed for each 
store on age, education, tenure, time in present assignment, and ability. Scores 
for managers were computed separately from those for retail sales personnel. 
Age, tenure, and time in present assignment were measured in years. Edu- 
cation was measured on a 5-point classification system.used by the com- - 
pany: 1=some high school and 5= work beyond college degree. Ability was 
measured by taking the average of the total verbal and quantitative test score 
obtained on the most recently administered personnel sélection test. Because 
different tests were used for management and retail sales personnel, scores 
for management cannot be compared to those for retail sales personnel. 
All scores reflect the store average for.employees on the payroll on the last 
working day of the year preceding the 12-month period for which the turn- 
over rates were computed, that is, demographics for managers and sales per- 
sonnel on the last working day of. 1976 were used to predict turnover rates 
for 1977. | 
Finally, store size was GDeaBonaltzed as the jibe of full time and reg- 
ular part time employees on the payroll on the last working day of-the year 
' preceding the 12 months for which the turnover rates were computed. This 
figure excludes temporary part time help hired for the Christmas season. 
In summary, turnover rates, average annual unemployment rates, and aver- 
age annual help wanted scores were calculated for 1977 and 1978. During 
1977 the employee attitude survey also was administered. Store size and aver- 
age demographic scores were based on personnel figures for the last work- 
ing day of the calendar year immediately — the B months =e 
which turnover rates Were computed: ü 


- Results | 
The oe are presented in two sections. E 
Examination of Hypotheses 
Variable means, standard didntiaók and correlation can be found in 
Tables 1 and 2 for managers and sales’ personnel, respectively. 


The first hypothesis predicted à positive relation between voluntary turn- 
over rates and local labor demand for labor. Looking first x the manager 
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. sample, no support was found for this hypothesis. None of the four corre- . 
lations was significant. A different pattern emerged, however, when sales 
personnel were examined. As predicted, the help wanted index was posi- 
tively correlated with voluntary turnover rates for both 1977, r= .32 and 
1978, r=.45. Turnover rates were highest in stores that were located in areas 
with a high demand for labor as reflected by a large number of jobs listed 
 inthe classified section of the local newspaper. The local unemployment 
rate was unrelated to voluntary turnover rates for 1977, but approached sig- 


nificance levels for 1978, r=-.24, p= .06. As predicted, for 1978 the rela- g 


tion was negative. Thus, there was no support for the first hypothesis using 
the management sample, but there was some support using the sales per- . 
sonnel sample. . . - 

The second hypothesis predicted a relation between store size and volun- 
tary turnover rates, although the precise form of the relation was unspecified. 
Inspection of Tables 1 and 2 shows a similar pattern of results for both em- 
ployee groups. Size was unrelated to voluntary turnover rates during 1977, . 
but it approached significance for both groups during 1978, with r=-. 22 | 
for managers and r=-.23 for sales personnel (p<.10). These data do not 
disconfirm Mobley's observation that size might be positively related to the - 
organization's capacity and willingness to control turnover. These data, how- 
ever, are counter to past results.showing a positive relation between work | 
| unit size and voluntary turnover rates. Of course, one might question whether - 

- Store size and work unit size are equivalent measures of the common con- 
struct. Finally, there is some suggestion that size might be curvilinearly related 
to turnover rates with small and large organizations having the least turn- : 
over (Bluedorn, 1982). To investigate this possibility scatterplots between 
size and turnover rates were examined separately for both employee groups 

for both years. There was no evidence of a curvilinear relation. ‘°° 

. Thethird hypothesis predicted à negative relation between employée de- | 
scriptions of organizational supportiveness and voluntary turnover rates. 
Table 1 indicates a significant and negative correlation between manager 
. descriptions of the climate toward supportiveness assessed in 1977 and 1977 
voluntary turnover rates, r=-.35, p<.01. There was no relation, however, _ 
between climate assessed in: 1977 and turnover assessed in 1978. The results 


for sales personnel were quite different. There was no relation between climate ` 


and turnover rates for 1977, and there was a positive relation between re- 
ported level of supportiveness and voluntary turnover rates for 1978, r= .26, 
p<.05. This latter finding was opposite of that predicted. Closer inspec- 
tion of intercorrelations among the variables provided a possible explana- 
tion for these findings. Climate, especially for sales personnel, was strong- 
ly related to several of the demographic variables. Furthermore, demographics 
were related to turnover rates. Consequently, a more accurate test of the 
^ climate-turnover hypothesis might be obtained through examination of the 
partial correlation, holding demographics constant. Partials were computed . 
for both managers and sales personnel groups. The results were unaffected 
for the manager sample: with the zero-order correlations being - 35 and 
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.09 for 1977 and 1978 and the fifth-order partial correlations being -.34 
and .10. But when demographics were controlled in the sales personnel sam- 
ple, the zero-order correlations for both years dropped to near zero, with 
the zero-order correlations being .17 and .26 for 1977 and 1978 and the 
fifth-order partial correlations being -.01 and -.02. Overall, limited sup- 
port. was found for Hypothesis 3. 

‘Hypotheses 4 through 8 related store demographics to store turnover rates. 
For both managers and sales personnel, turnover rates were predicted to 
be negatively correlated with average employee education and ability. Looking 
first at the manager sample, the results were mixed and inconsistent. For 
1977, average ability, operationalized with valid tests of verbal and quanti- 
tative aptitude, was the only demographic variable even to approach statis- 
tical significance, r= .24, p —.06. For 1978; average tenure and average time 
in present assignment approached statistical significance, r=-.22.and r=-.21 
respectively (p <.10). The pattern. of results was inconsistent over the two 
year period, and only three of eight correlations approached significance. 
Those correlations, however, were in the predicted direction. In contrast, 
rather strong relations were found:between store demographics: ‘and store 
turnover rates using the sales personnel sample. For 1977 and 1978, aver: 
age employee age, tenure, and time in present assignment were all significantly 
and negatively correlated with turnover rates; and average education was 
significantly and positively correlated with turnover rates. Average ability 
was significantly correlated with turnover rates only for 1978. All 10 corre- 
lations were in the predicted direction, and 9 of 10 were statistically signifi- 
cant. It appears from these data that differences in sales: personnel turn- 
over rates across stores belonging to the same international organization 
can be explained by differences in sales personnel demographics aggregated 
to the store level. But, these findings seem to apply only to sales personnel; 
none of the relations for managers was significant. 

In summary, there was virtually no support for hypothesized relations 
using the management sample. The only exception was a negative associa- 
tion between store climate and turnover rate for 1977, which supported the 
. prediction of lower turnover rates in stores with participative rather than 
autocratic climates. On the other hand, using the sales personnel sample, 
six of eight hypotheses received support. For this group, turnover rates were 
positively associated with local demand for labor and with average levels 
of employee education and ability; and turnover rates were negatively asso- 
ciated with average levels of employee age, tenure, and time in present posi- 
tion. Turnover rates were not reliably associated with store size or: with store 
climate, once demographics were pene: 


| Additional Questions 
The data base allowed investigation of other important questions regard- 


ing turnover rates. First, implicit.in attempts to control turnover rates is 
the assumption that turnover rates are relatively stable. over time. At the 


*- 
FE 


individual level of duli the stability of turnover behavior m is not 


-considered—-that is, do some people reliably change jobs more frequently 
than do other people? But at the organization level it is important to know 
if turnover rates from one period of time predict turnover rates at another 

period of time. As seen in Table 2, across the 65 stores included in this study 
there was little stability in turnover rates among managers. The correlation 
between 1977 and 1978 was r=.08. But Table 2 shows some evidence of 
stability in turnover rates among sales personnel.. For this PES group, 
the eon betweén 1977 and 1978 was r= .48: 


TU ; Table 3 = eg 
wo ies oo Rates as a Function of - 
: Organizational Climate, Job Availability, - 
` Organizational Demographics, and Organizational Size 





i 3 | Number f —— 197 Managers | 1978: Managers 
~. Variable Set ` in Set R? p R?Unique. p R? p R? Unique p 
Organizational climate 1 2 0f — .10 ..05 ^N NS 
Job availability  .. 2 00.NS . 0 ' NS' .04 NS 04 NS 
: 5 14:.10 ,; ^ 1 ^ NS . ..07 NS 08. NS 
Size 1 00 NS. .00°-.. NS . .05 .10 06 10 
Total set 9 25.06 | — 18 “NS 
1977: Sales Personnel ^. 1978: Sales Personnel 


1 03 NS - .00. NS--.07%.05 - ..01 NS 

| 27... .0: ..06 NS. 22 01 ^ ..0 .05 

Démographics 5... 28 01. 21 -.0[ .50 001. 34 . 0 

! | 1 01 NS 7.00 NS 05 .10 ^ .01 NS 
Total. set: 9 34..00 ^. 22.60 OL 


a 


=<. 


Climate was measured only during 1977. . 


. ' A. second question dealt with the relatise "importance" of the different 
predictor sets. The results are presented in Table 3. First, turnover rates were 
regressed separately on the predictor sets of (a) climate, (b) job availabil- 
‘ity, (c) store demographics, and (d) store size. The R-squared for each equa- 
tion would be one index of relative “importance” Second, to control for 
colinearity, the drop in variance resulting from the removal of the predic- 
tor set from an equation that entered all variables into the model also was 
computed.. This change is sometimes referred to as the “unique”. variance 
associated with that predictor. Looking first at the manager group, climate 
emerged as the best predictor of 1977 turnover rates. For 1978, however, 
none of the variable sets emerged as strong. predictors. For sales personnel, 
demographics accounted for substantial amounts of variance in turnover 
rates for both 1977 and 1978. In addition, job availability predicted turn- 
over rates for 1978. It is perhaps important to note that the overall predict- 


ability of turnover was greater for sales personnel than for managers and. 
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that more variance was accounted for in 1978 than in 1977, whereas the 
. opposite pattern occurred for managers. This latter finding cannot be at- - 
tributed to restriction-of range in the management sample; the standard 
deviation i in turnover rates was greater for managers than for sales person- 
nel in 1978. | 

A third issue concerns Gostvilidation of results. Again, attempts by the 
organization to control turnover implicitly assume that predictive relations 
can be found. To examine this question; tear-down regression was conducted 
for each employee group for 1977. Variables that remained in the equation 
(a criterion of p<.05 was specified) were used to predict turnover rates in 
1978. For 1977, climate and average ability emerged as predictors of manage- 
ment turnover rates (R-squared=.18, p< .05). The raw. score weights were 
applied to 1978. data i in an attempt to cross-validate the findings. The cross- 
validated correlation was r=-.05. Obviously, the weights derived from 1977 
data had no predictive value. For 1977, the help wanted index and average 
tenure emerged as predictors of sales personnel turnover rates (R- 
squared —.31, p<.01). The raw score weights were applied to 1978 data and 
produced a cross-validated correlation of r= 46. Thus the 1977 weights were 
‘able to account for 21 percent of the variance in 1978 turnover rates. 

Many models of individual turnover include some form of opportunity 
to leave. This stems from the often found relation between turnover rates 
and level of economic activity (Roberts et al., 1978). But economic activity 
can be operationalized in many ways. The present study examined two com- 
mon operationalizations: local unemployment rate, or the demand for jobs; 
and local help wanted advertisements, or the demand for labor. At an in- 
tuitive level, though one would not expect a perfect negative correlation be- 
tween the two measures, these measures might be viewed as alternative opera- 
tionalizations of economic activity. The data show negative but weak cor- 
relations between the two measures. For 1977, r=-.24 and for 1978, r=-.21. 
Both correlations approach statistical significance (p <.10). The variables 
were rather stable over the two year period with reliability being r= .99 for 
the help wanted index and r=.85 for the local unemployment rate. Thus 
the low intercorrelations are not likely caused. by low reliabilities. 

Models of individual turnover also suggest that opportunity might mod- 
erate the relation between job satisfaction and actual turnover. Although 
existing studies rarely support the hypothesized interaction (Bluedorn, 1982) 
it has intuitive appeal and merits continued examination. In the present study 
it was possible to consider an organizational level analysis of the proposed 
moderator effect of opportunity. Specifically, voluntary turnover rates were 
examined as a function of organizational climate, job opportunity, and the 
joint product term. A total of eight moderated regressions were 
one for each employee group for.1977 and 1978 using both operationaliza- 
tions of job opportunity. In none of the equations did the joint product 
term even approach statistical significance. Thus these results at the orga- 
_ nizational level of analysis are consistent with individual level data. 
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A final research question considers whether managers have different turn- 
^ Over rates from those of sales personnel. If. managers in retail sales have 
greater firm specific skills than do sales. personnel, then human capital theory 
predicts lower voluntary turnover among managers (Becker, 1964). Also, 
managers, as a result of long employment with the company, probably are ` 
more committed to the goals of the organization than are sales personnel 
and are less likely.to quit. than are sales personnel; quitting would be incon- 
sistent with their previous behaviors (Mowday, Porter, & Steers, 1982). For 
both 1977 and 1978, turnover rates among managers were significantly lower 
_ than turnover rates among sales personnel (1977: managers X — 2.86; sales 
personnel X— 7.43; £23.84, p< .01; 1978: anui au ——— 
A= 8.08; t= =5.69, p< 01) P 
| | Discussion 
.. Recent reviews of the turnover literature suggest that research attention 
-be directed toward understanding organization level turnover rates when char- ` 
acteristics of the organization and the organization's labor market are used . 
- as predictors (Baysinger & Mobley, 1983; Bluedorn, 1982; Muchinsky & Mor- . 
row, 1980). Such studies are needed if a comprehensive model of turnover - 
is to be developed that spans different levels of analysis and if organiza- 
- tions are to control and forecast effectively their human resource needs. The - 
present study represents a beginning contribution to the almost nonexis- 
.tent literature on organizational turnover rates. To the authors, one of the 
-most striking aspects of the turnover data was the lack of consistency in 
results over time and the lack of consistency in results between manage- 
‘ment and sales employee groups. | 
- Consider the results over time for managers. First, based on 65 stores, 
, voluntary turnover rates between 1977 and 1978 correlated only r= .08. Sec- 
ond, the median difference in validities of identical predictor-turnover pairs 
(for example, the difference between the ability-turnover correlations from 
_ 1977 to 1978 was.calculated to be .34 correlation points) over the two year - 
-period was .20, with a low of .05 for the help wanted-turnover relation and 
a high of .44 for the climate-turnover relation. Thus, predictive relations 
. with turnover. were not stable. Third, even though the frequency of turn- 
> over and the variation in turnover rates increased from 1977 to 1978, which 
would help minimize statistical problems of low base rate and restriction. 
of range, the overall predictability dropped from 25 percent of the variance 
(shrunken R-squared estimated to be 13 percent) in 1977 to 18 percent of . 
the variance (shrunken R-squared estimated to-be 5 percent) in 1978. Finally, © 
variables that predicted turnover rates:for 1977. produced a negative cross- 
validated correlation when applied to 1978 turnover rates (r=-.06). How- 
ever, all but one of the predictors had reliabilities greater than .80 (average 
education correlated .47), and comparison of relations among the predictors 
across the two year. period showed remarkable stability with a median dif- . 
ference of .06 correlation: points. Perhaps turnover rates are inherently 
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unstable outcomes when assessed at the level of the organization and this 
lack of reliability is the most parimonioug explanation for the lack of pre- 
dictability. . 

' The data are somewhat different, however, when sales personnel are con- 
sidered. First, voluntary turnover rates correlated r= .48 between 1977 and 
1978. Although this value is not large when considered in the:context of 
test construction and validation research, it is representative of correlations - 
. among behaviors measured at different time periods (Epstein, 1979). Thus, 
there is some evidence of stability in turnover rates experienced by the 65 
stores when sales personnel are examined. Second, given the greater stabil- 
ity among sales personnel than- management, one might expect a smaller 
median difference in validities between identical predictor-turnover pairs | 
over the two year period: But the obtained value was .20, which was identi- 
cal to that of the management sample; It should be noted, however, that 
although both groups had the same value, within the management sample 
the differences would be associated with different interprétations, whereas 
for — personnel the interpretations for 1977 and 1978 would be quite 

similar. Third,-as seen with managers, there was a change in the variance 
of turnover rates across the two year period; however, the variance more 
than doubled in size for managers from 1977 to 1978, but the variance was 
halved for sales personnel from 1977 to 1978. Thus, comparable amounts 
of change occurred but they did so in opposite directions. Similarly, though 
the overall predictability of management turnover declined, the predictability 
of sales: personnel turnover increased from 34 percent of. the variance 
(shrunken R-squared estimated to.be 47 percent). This increase was observed 
even though there was reduction in the overall range of turnover rates. Finally, 
there was evidence of stability when cross-validation was conducted. Weights 
derived using 1977 data accounted for 21 percent of the variance in 1978 
turnover rates. In. addition, the predictors demonstrated high reliability with 
all but two being above r= .90, and relations among predictors over the two 
year period were quite stable with a median difference of .03 correlation 
points. It appears that although évidence of change was found with the sales 
personnel sample, the conclusions are nearly opposite to those reached using 
.the management sample. Turnover rates among sales personnel can be reliably 
predicted from knowledge of local x availability and average employee 
tenure, . 

Mobley (1982) listed several concerns at the conclusion of his book on 
turnover. One of those was the lack of research on turnover as a process. 
One-time measures and subsequent bivariate correlational analysis are unable 
to detect changes among variables. The current study, although it deals with 
turnover rates and not individual turnover, provides an example of what 
could happen if data were collected for only one time period. With managers, 
substantively different conclusions would be derived for each year. With 


sales personnel, confidence in the strength of relations would vary. These `- 


results, if replicated with other samples, have important implications for 


the rmn ofa ad theory. of turnover and for an organization’ S 
ability to control and forecast its human resource needs. ^ | 
. Complexities stemming from aggregation represent another important 
issue associated with.the-current. study and with future research on turn- . 
- over rates. A few of the more salient ones will be mentioned. Occupational ` 
grouping was shown to be critical for interpreting the results. Although pre- . _ 
vious work.suggested possible differences in turnover rates, there was little 
expectation of substantial differences in reliabilities or in predictive valid- 
ities. Based on these findings, futüre work on turnover rates should expli- 
citly consider occupational. effects.: For example, managers.probably: have 
career stages different from those.of nonmanagers, and this could impact 
their ease of- movement through organizational-boundaries. Scholl (1983) 
and Veiga (1983) give discussions. of career stage.and. employee mobility. 
It also. should be noted that-local unemployment rates and job availability 
indices might not accurately reflect.the demand for employees with partic- - 
ular skills and industry backgrounds. General measures.of the overall local . 

economy. might have: limited utility. Rather, specific indicators might.be 
.. needed for different occupational groups. It has been noted, however, that 
research conducted by labor economists has been able to discern reliable 
relations between general measures of the business cycle and. turnover rates 
(Roberts et. al., 1978). Those studies did not. .attempt.to match unemploy- 
ment rates and turnover rates by occupation. They also did not attempt.to 
‘measure individual perceptions of alternative employment. ‘Yet the results .. 
obtained in such aggregate studies are quite robust. Finally, one could ask 
how occupational groups should be defined. Which jobs are to be aggregated 
into which groups? As Pearlman (1980) notes, taxonomic work attempting | 
. to define job families-has not. produced unified results.. `. 
A secónd. aggregate question concerns time. Process models should at- | 
tempt to: specify where cycles might exist and the shape.of those cycles 
(Roberts et al., 1978). At present, there is little guidance on how longa mea- 
surement period should be,. but tliis is critical if an organization hopes to 
- forecast accurately future human resource needs. In the present. study using 
. cross-sectional data, differences in organizational turnover rates were weakly - 
related to differences!in the local economy. One might question, however, 
if cross-sectional datà are appropriate, or if some time lag should be im- 
posed. To consider 3 possibility, -economic data from 1977 were corre- 
lated with the su ing year’s turnover rates. In all instances, concurrent 
year data produced higher correlations than lagging turnover by year. Again, 
these findings seem to be in partial conflict with those from labor economics 
(Roberts et aL, 1978).' But when the currerit data are aggregated over stores 
and examined for a two. year period, there is support for the hypothesized 
relations. Examination of 1977 and 1978 means from Tables 1 and 2 show 
an overall increase in voluntary turnover rates, an overall decrease in un- 
employment rates, and an overall increase in help wanted advertising. Sup- : 
port for the relation between economic: activity- and turnover varies with 
the form of aggregation one chooses to impose on the data. This is not 


* 
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too surprising, given the expanding’ awareness of statistical i issues: -associated 
with aggregated data, but it certainly is. urisettling. 

The above discussion underscores a third issue about aggregated data. 
Oftentimes, different levels of analysis produce different meanings and in- 
terpretations, and care must be taken to avoid generalizing relations to other 
levels of analysis, that is, the ecological fallacy (see Roberts et al., 1978, 
for a thorough discussion). For example, the present data suggest homology 
between tenure and turnover at individual and organizational levels of anal- 
ysis. But organization level findings should not necessarily be interpreted 
as resulting from higher turnover among lower tenure individuals. Com- 
parison of average tenure between succeeding years would not add clarifica- 
tion because many different combinations could yield the:same organiza- 
tion level change. Some of these problems can be avoided if care is taken 
. when formulating interpretations and conclusions. But a second and more, 
difficult problem might remain. The way data are grouped can affect the . 
values that statistics take. Blalock ( 964) discusses four grouping procedures. 
If cases are randomly assigned to. groups, correlations among group means 
will be the same as correlations among individual.data. Such assignment 
rarely happens. Spuriously high correlations can be produced when cases 
are aggregated to maximize variance in either the predictor or the criterion. 
‘The most common grouping procedure in organizational research aggregates 
cases on the basis of proximity—for example, organization. This is how the 
present data were grouped. A problem with this method is the difficulty 
in distinguishing among correlations produced through the process of ag- 
gregation such as might occur given the higher reliabilities of aggregate mea- - 
sures, among correlations produced by an unknown or unmeasured macro- 
level variable, and among correlations produced by à valid relation among 
variables assessed at a common level of analysis. Solving this problem, how- 
ever, is exactly what Heneman (1969) was. talking about when he foresaw 
the need for vertical synthesis in- organizational theories and models. Re- 
searchers should not shy away from studying turnover rates because of the 
problems noted above. In fact; because of these problems, there should be 
an increáse in such research. The present. ruay jusi begins to address some 
of these i issues; . 


Summary 

insi ed tiirnover rates were studied for a two year saod using 
data from 65 stores belonging to the same international merchandising or- 
ganization. Managers.and sales personnel were considered separately. Nine 
variables: grouped into the four sets of (a) local economic activity, (b) or- 
 ganizational climate, (c) organizational demographics, and (d) organizational 
size were used to predict annual voluntary turnover rates. Few. consistent 
findings were observed with the manager sample. In contrast, turnover rates 


among sales personnel were reliably predicted from knowledge of organi- 
zation demographics and availability of alternative jobs in the local labor 
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market. In general, stores having the highest turnover rates tended to be 
in areas of expanding economic activity and to have, on the average, young, 
low tenured, and highly educated personnel. 
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7 Technology and 
 Interorganizational Activity 
as s Predictors 0 f € Client Referrals' 


KEITH G. PROVAN 
Vanderbilt University 


. The client referral activity of 4 human service agen- 
cles operating within the same community was examined 
using recently collected data. Hypotheses were developed 

Jocusing on agency service technology and interagency ac- 
tivity as predictors of referrals from and to other organi- 

. zations. The hypothesis for technology was supported; hy- 
potheses for interagency activity received mixed support. 
Additional analysis revealed an agency's service orienta- 
tion to be a SONE predictor of referral inflows. 


Bea the flow of resources pervades all major organizational processes 
and activities, it should be apparent that the study of resource links. be- 


. tween organizations is crucial to an understanding of organizational behavior. 


This is particularly true for understanding interorganizational relations, as 
Van de Ven (1976) has noted. Yet, despite their overall importance, the im- 
pact of resource links on an organization’s structure and activities may vary 
considerably, depending on such factors as the types of resources involved, 
the structure and formalization of the relationship between. organizations 
engaged i in resource exchanges, and the direction and intensity of the resource 
flow. 

i Many resource ce exchanges involve a monetary exchange for such resources 
as raw materials or finished goods, but others do not. One of the impor- . 
tant nonfinancial resources exchanged among organizations is clients. Clients 
represent the major nonmonetary resource sought by most service organi- 


zations.. Although organizations often acquire clients through their own in-  . 


dependent efforts, the acquisition of this resource also can be accomplished 
through the use of referrals. 

There is a considerable body of literature on referrals as they affect clients 
and client services, particularly among, health care organizations. However, 
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though referrals can be an important means by which clients flow to and 
from an organization, with some exceptions (Aldrich, 1976; Boje & Whet- 
ten, 1981) there have been few attempts by researchers having an organiza- 
tional -perspective to explore the topic in any depth. Several organizational 
researchers have measured client referrals as one aspect of their work but 
have tended not to emphasize referrals when analyzing and discussing their 
findings, focusing instead on the broader area of interorganizational rela- © 
tions (Hall, Ciark, Giordano, Johnson, & Van Roekel, 1977; Levine & White, 
1961; Whetten, 1978). Other authors have specifically discussed client refer- 
rals as an organizational phenomenon but have provided little or no data 
on the referral process or on those organizational characteristics most closely 
associated with referrals (Pfeffer &,Salancik, 1978). 

Those authors who have examined referrals from an Organizational 
perspective have tended to focus on referral networks consisting of similar 
Organizations having referral relationships that have been mandated by law 
(Aldrich, 1976; Boje & Whetten, 1981). This approach is useful for examining 
behavior within a specific and well-defined network of organizations. 
However, much of the referral activity of human service agencies is not man- 
dated by law and involves a rather diverse set of service organizations within 
acommunity. Because human service agencies are so prevalent in most com- 
munities and because referrals play an important role in the delivery of ser- 
vices to clients, a broader understanding of the referral activity of these or- 
ganizations is needed for both practitioners and students of organizations. 

The study reported here attempts to explain those organizational char- 
acteristics that best predict both sides of the referral process, referrals from 
and referrals to other organizations. Data were collected on a heterogene- 
ous sample of 41 human service agencies operating in a single community. 
No attempt was made to examine each agency’s ties to any one particular 
referral network other than the broadly defined community human service 
network to which all agencies belonged. Rather, the focus was on develop- 
ing a general understanding of agency referrals regardless of network af- 
filiation. This is particularly important because most human service agen- 
cies engage in referral activity with many organizations without regard to 
artifically defined network boundaries. 


| Theory dedi ' 
Background 


For human service agencies, one of the most crucial resources is clients. 
Although other resources are also needed, clients are the raw materials of 
human service agencies and thus are the focus of most agency activities. 
In fact, the acquisition of clients often is a major factor contributing to 
the capacity of an agency to attract other resources, particularly funding 
(Scott, 1967; Thompson, 1967). 
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Clients can be acquired without the involvement of other organizations, 


^. especially when.an agency's services are well-defined and well-known in the 


; community and when the agency itself makes independent and direct ef- 

. forts to attract clients. However, a major alternative source of clients i is the 
other human services organizations in the community. 

. Besides the acquisition of clients through referrals, agencies also may send 

their. clients to other human service organizations. Clients often have multiple 

` problems that few agencies can serve fully. Additionally, some client prob- - 

lems are sufficiently ill-defined that a decision as to which agency might 

. best.serve the problems of any one client.may be unclear. Thus, many clients 

will be served or at least evaluated by one agency and then referred to another. 

Despite the importance of referral activity for human service agencies 

_ and for the clients they serve, no broad theory yet exists for explaining this 

. phenomenon. Some inferences can be made from the more general theory 

of interorganizational relations, particularly resource-dependence theory 


^ . (Aldrich & Pfeffer, 1976; Pfeffer & Salancik, 1978), although referrals are 


" sufficiently different from other types of interorganizational activities to 
warrant modification of these more general approaches. ` | 
. One common theme of resource- -dependence theory and other literature 
^on interorganizational relations is the important role played by interorga- 
nizational linkages in helping to reduce uncertainty for organizations (Osborn 
& Hunt, 1974; Pennings, 1981; Pfeffer.& Salancik, 1978). By receiving refer- 
~ rals from other organizations, agencies can reduce some of the uncertainty. 
as to whether or not a sufficient number of clients will come to the agency 
to justify increases in or at least maintenance of funding. When clients are 
- sent from other organizations, an agency need not depend solely on its own 
efforts to attract this critical resource. Furthermore, these clients have been 
prescreened by the referring organization so that they are more likely to fit 
the receiving agency's service capabilities than are many walk-in clients. Thus, 
some of the uncertainty regarding what type of needs clients will have can 
be reduced. 
Agencies also can reduce uncertainties through | the process of referring 
clients to other organizations. The uncertainty here is internal and stems 
. from having clients that the agency. cannot serve. By having an outlet for 
these clients, the agency’s operations can become more routinized; it-can 
‘serve the clients it is capable of serving, using preestablished technologies, 
and it.need not be concerned with providing all services to all the clients 
it attracts. In theory, agencies could reduce this internal uncertainty either 
. by simply refusing to serve some of its clients without referring them or 
by developing methods to serve all clients it received regardless of their needs. 
However, both these strategies are unlikely, the first because of the negative 
- reputation that would.accrue to the agency (thus limiting its capacity to 
attract further clients and funds), and the second because of the Prompieye 
high costs of providing all services to all clients. - 
From the above discussion, it should be apparent that the referral activ: 
; ity of an agency is strongly tied to its level of involvement with other 
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organizations, consistent with resource-dependence ideas. Not as obvious 
but equally important is the tie between referrals and service technology. 
Because resources are limited, zgencies are constrained as to the number 
and types of services they can provide to clients. Additionally, competitive 
pressures encourage specialization of services. Finally, the type of service 
and methods of service delivery generally are constrained by such factors 
as agency tradition and available expertise. Because of these constraints on 
service and delivery service, agencies are dependent on other agencies, 
through the process of referrals, to serve those clients that they themselves 
- cannot or will not serve. This dependence on other organizations is again 
consistent with resource-dependence ideas. The three hypotheses proposed 
below focus specifically on service technology and interagency activity as 
the main predictors of agency referrals... 
.. "From observations and from discussions with agency executives and others 
involved in agency actvities during the formulation of this project, it became 
apparent that referral activity, though valued, was less a conscious strategy 
of organizational management t3an a function of certain characteristics of | 
the agency; in particular, service technology and interagency involvement. 
Certainly agencies can and would avoid referrals if they thought it would 
not be helpful to their own interests and to those of.clients. However, the 
active avoidance of referrals is unlikely, given the importance of this activ- 
ity to many clients and many agencies. Although some portions of referral 
activity may be part of an agency's interorganizational strategy, the view 
here is that most referrals are clcsely tied to certain specific organizational 
characteristics that tend to encourage that activity. Although these charac- 
teristics ultimately are controllable by agency management, at least over the 
long run, referral activity can best be viewed as a consequence of these char- 
acteristics rather than as a specific type of -interorganizational strategy. 


Based on observation, discussions, and the theoretical rationale that 


. follows, two groups of variables were identified as being relevant for ex- 
plaining referrals. The first of these, agency service technology, is an inter- 


. .nal organizational measure of the intensiveness of services provided to clients. 
The second group focuses on interagency activity and includes a measure _ 


of interexecutive communication and two measures of joint program activ- 
ity. The general thesis is that a high level of service technology intensiveness : 
and interagency activity will be positively associated with both referral in- 
flows and outflows. . 

. Service Technology. Because referrals involve clients and because the 
primary reason that human service agencies exist is to serve clients, the nature 
of the services provided by an agency is critical for understanding referral 
activity. Rather than being an interorganizational strategy developed by 
agency management to reduce uncertainty or to gain power in the environ- 
ment, referral activity is looked on here as a consequence of the way in which 
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an- agency’s clients are served. Unless actively resisted by agency manage- 
. ment, depending on the way in which services are provided, some agencies 
will attract many clients through the process of referrals, and some will send 
their clients to other organizations. In both cases, however, agencies will 
. be dependent on other organizations. For explaining referral activity, the 

. critical measure of service technology i is ayporhesized to be the intensiveness 
of the services provided. 

It is apparent that technology i is inpor for organizations, but no clear 
consensus has yet emerged as to how it affects organizational structure, pro- 
' cesses, or behavior. A major reason for this. confusion is that researchers 
often use measures of technology that are appropriate for some organiza- 
tions but not others, This problem is particularly acute when examining ser- 
vice sector organizations because their technologies are quite different from 
the goods-producing organizations that have been the focus of much of the 
past research on technology. One approach for measuring technology among 
service sector organizations that has been addressed at least implicitly by 
a number of organizational researchers is the intensiveness of the services 


_. provided (Dewar & Hage, 1978; Lefton & Rosengren, 1966; Levine & White, 


1961; Paulson, 1980; Thompson, 1967; Weinstein & Moravec, 1977). This 
approach is especially helpful when studying organizations that provide dis- 
similar services. To determine and categorize the principal services of each 

 ofanumber of organizations providing dissimilar services would be extreme- 

ly difficult and not necessarily any more accurate than a general assessment 
of technological intensity as measured by the extent to which organizational 

. resources are devoted to any one client. . 

.. In general, the more intensive an agency's : services to its clients, the more 
' likely the professional staff will understand and recognize the full extent 
of client needs and problems. Few agencies are likely to be able to handle 
all of a client's problems except superficially (Paulson, 1980), and agencies 
that are able to develop a relatively full understanding of the nature and 

complexity of these problems (i.e, agencies providing more intensive ser- — 
vices) are more likely to refer those of their clients with multiple problems 
to one or more additional organizations thari are agencies whose involve- 
ment with and commitment to their clients tends to be more superficial (ie, 

an extensive service technology). ; 

Agencies that provide intensive services also arë more likely than exten- 

Sive service agencies to attract clients from other agencies. Intensive - 
technology agencies experience a higher cost per client served than do those 
agencies with relatively extensive services. Thus, the staff of most agencies 

-are more willing to refer clients to agencies already having intensive tech- 
nologies than to incur the cost of attempting to serve these clients them- 
selves. Agencies having relatively extensive service technologies are less likely 
to receive clients from other agencies because of the higher competition 
among agencies for attracting easily served, relatively low-cost clients. This 
argument is consistent with Scott's (1967) discussion of agencies serving 
the blind in New York City. Agencies attempted tó attract those blind clients 
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that were most easily "cured" : sO that effectiveness could be readily demori- 

. strated and future funding assured. For the organizations studied. here, it 
. .thus seems likely that agencies serving more costly and difficult to “cure” 
clients Ge, agencies with more intensive service technologies) would be more 
likely than extensive service technology agencies to receive referrals from 
other agencies that either cannot or are unwilling to provide more costly, ! 


' intensive services. Thus, intensive service technology agencies are depen- 


dent. on other organizations in their immediate environment both for at- 
tracting clients and for serving those of their clients with multiple problems. 
Based on the preceding discussion, the following hypothesis is proposed: 
Hypothesis 1: The more intensive an agency's service technology, the 
. higher the proportion of its clients that are likely to be referrals from 
other agencies as well as to other agencies. ` 
: Interagency ‘Activity. As an organization becomes involved with other or- 
. ganizations in its domain, it becomes increasingly dependent on these other 
* organizations (Pfeffer & Salancik, 1978; Thompson & McEwen, 1958). One 
consequence of interdependence is that the effectiveness of all involved or- 
ganizations becomes of greater concern to the members of the linkage net- 


" work. Organizations are likely to help contribute to the success of those - f 


| organizations with which they are involved because their own success may 
` dependi in part on the success of these other organizations. Often this: means 
x resources such as clients. — 

. Pfeffer and Salancik (1978) speculate that referral networks would be un- ` 
necessary if there was no interdependence: among organizations and that 
these networks would be unstable if interorganizational communication was 
^ weak. These points can be broadened to help predict the existence of resource 
| exchanges among agencies through referrals. Specifically, it seems likely that 
referrals will occur when agencies are aware of and interact with one another - 
in a cooperative way. This idea is consistent with Levine and:White’s (1961) 

"contention that the exchange of resources such as referrals is most likely - 
when ` organizations have relatively well-defined domains and thus are not 
competing, with one'another. Through cooperative interagency involvement, 
agencies are able to recognize and understand the problems they have in 
common and become more willing to work together toward the solution 


` _ of these common problems. One such problem is the. acquisition and ser- 


` vice of clients, and agencies that are involved in a cooperative way with other 
. organizations would seem likely to engage in referral activity with these other 
organizations as one means of: facilitating client acquisition and: service. 
For agencies sharing joint programs, the likelihood of referrals seems es- 

. pecially strong. because these agencies not only are aware of éach other's 
. activities, but they also are more committed to the success of. their partners 

as a result of their interdependent activities.. Additionally, an agency with 
a high. level of interagency. involvement is likely, as a result of communica- 
. tion with its linkage-partners,.to become aware of the programs and ser- 
- vices of other agencies in the community to which it is not already linked, 
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T" hein eop an additional outie for its hienak as well asa future 
' source of clients. . 
| Through increased interagency communication and interdependence, agen- 
-. cie also become more visible in the client resource exchange network (Boje 
& Whetten, 1981). The visibility of: an agency and its servicés enhances the 
likelihood of referrals from other agencies, even from those with which the ` 
. focal agency is not otherwise linked. Also, as the focal agency becomes more. 
aware of other agencies and their services through its own interagency in- : 
volvement, it is more likely to refer its own clients to these other agencies. 
Thus it is likely that a high level of interagency activity will lead to pid | 
level: of. referrals both to and from a’ focal agency. . F | 
.. For purposes of this study, two: types of interagency activity are exam- 
ined: interexecutive communication and joint ‘program involvement. Inter- | 
executive communication is a measure of. strategic level interaction between 


agencies based on personal contact and covering a variety of issues. Inter- 


. agency activity through joint programs ‘répresents a service-related linkage 
. involving an agency's clients and professional staff. It also tends to be more : 
formal and more difficult to alter over à short time period than interexecu- 
tive communication. Because these. two measures reflect different aspects: 
. Ofthe-broad- concept of interagency activity, two separate hypotheses are 
/ + proposed and tested. Both express a positive association between interagency 
activity and ‘client. referrals. - 
| Hypothesis 2: The higher | the level of interexacittive communication 
i experienced. by an agency, the higher the proportion of its clients that ` 
are likely to be referrals from other’ organizations as well as to other 
= organizations. Pn 
= Hypothesis 3: The higher the level of programs speied by an ` 
. agency, the higher the proportion of its clients that are likely to be refer 
rals — other organizations as well as to other OI SUPERO. 


"Measurement and Methods’ ui AE | 
Independent Variables ` | (| 


Service technology w was HNIC using two variable The first and ios 
complex measure is the intensiveness.of the agency-client contact. Each of 
the executives.of the 41 human service agencies studied (a broad range of 
^ services was provided by this group of agencies) was asked to indicate the’ . 
percentage of his/her clierits that are typically served in each of seven possible | 
time periods. Two measures were developed, one focusing on the length of 
contact per day, ranging from extensive (A ‘hour or less) to intensive (more . 
than 16 hours per day); and the other focusing on frequency of contact over | 
. the course of a year, ranging from extensive (once a year) to intensive (almost 
. every day). These two dimensions were found to be highly correlated (r= .61, 
ps.01) and thus, ENTM suppl nd ge 
. measure. of service technology. . l 
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. The second measure of service technology is the number of service pro- 
fessionals per client. Service professionals are those agency professionals 
primarily. engaged (at least.50 percent of.their time) in service to clients 
rather.than.in administrative and supervisory duties. It was felt that use 
of all professionals would bias this measure because many professionals i in 
some agencies spend little time with clients, thus. reducing the level of in- 
tensiveness of the services provided. 

The two measures of service technology developed here are related sta- . 
tistically (r= .53, p < .01) as well as conceptually. Thus they-were standard- . 
ized and combined into a 2-item service technology scale reflecting-the over- 
all intensiveness of services provided. by each agency. Only this one measure 
of service technology will be used in subsequent analyses. — 

Interexecutive communication was measured by asking each executive 
diréctor to approximate the number of hours over a typical month (200 hours) 
he or she spent "talking with the executive director of other agencies re- 
| agency concerns or problems." 

. Joint program involvement was. measured in two ways: (D the TEN 
of agencies and related organizations involved in the focal agency's joint 
programs, a measure of the extent of interagency contact through joint pro- 
grams; and (2) the percentage of total agency clients involved in these joint 
programs, an indication of the-extent to which joint programs pervade the 
agency's activities. Although used in other studies of human service agen- 
cies (Aiken & Hage, 1968; Provan, Beyer, & Kruytbosch, 1980), neither the 
actual number of joint programs maintained:by an agency nor the number 
of joint programs as a percentage. of an agency’s total programs was used. 
The former measure was thought to be a function of agency size, and neither - 
measure was deemed to be a good indicator of interagency activity because 
an agency having many joint programs might well be linked to only one 
or two other agencies. The two measures of joint program involvement that 
were used here are correlated strongly enough (r= .44, p x .01) to suggest 
important similarities but not strongly enough to warrant combining into — 
a single measure of joint program activity. Interexecutive communication 
is weakly correlated with both of these measures (r= .08 for both) indicating 
two separate dimensions of ae) activity as — by the two 
hypotheses. | | 


Dependent. Variables: Referrals ` 


. When examining client aeai activity, several decisions must be iude 
as to how referrals should be studied. One decision is whether to focus on 
a narrowly defined referral network or.to examine the referral activity of 
agencies without regard to their network affiliation. The latter approach 
. was chosen here for two reasons. First, the focus here is on developing a 
general understanding of organizational characteristics related to referral 
activity. Because agencies involved in a narrowly defined referral network © 
tend to be quite similàr (Aldrich, 1976; Boje & Whetten, 1981), the gener- 
alizability of findings to networks of other types of agencies is likely to be 
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limited. Second, the referral activity of most human service agencies is simply 
not limited to one narrowly defined referral network unless referral activ- - 
ity is mandated by law. In most communities, although some clients are 
indeed referred among a small set: of relatively similar agencies, many others 
are referred from and to a far more diverse and changing set of agencies. 
Many client problems simply do not fall into a few predetermined categories 
that can be handled by a small group of agencies providing related services 
performed in a preestablished sequence. Thus, the referral activity of most 
community human service agencies tends to involve a broad spectrum of 
human service organizations. For these reasons, no attempt was made to 
identify any referral networks other than the broadly defined community 
human service network to which all agencies studied belonged. 

A second decision was whether to focus on absolute numbers of refer- 
rals or the proportion of referrals to total clients. Although the former mea- 
sure has been used (Aldrich, 1976; Boje & Whetten, 1981), it tends to be 
. a function of organization size, thus reducing its value in contributing to 
an understanding of those organizational characteristics most closely re- 
lated to referral activity. For this reasons, referrals were measured here as __ 
a proportion of total clients served. This approach has been suggested by 
Van.de Ven and Ferry (1980) as being helpful in minimizing possible re- 
sponse bias when seeking subjective assessments of resource flows. ` 

Finally, the direction of referrals must be considered. In their study of 
referral centrality and attributed influence, Boje and Whetten (1981) focused 
on referrals fo other organizations; attracting referrals was not problematic 
for the manpower agencies they-studied. The study here attempts to develop 
an understanding of both sides of the referral process, thus both aa 
inflows and outflows are assessed. 

Referrals were measured by asking the executive diréciór of each agency 
to report the percentage of his or her agency's clients that were referrals 


from other agencies and related organizations and fo other agencies and - | 


related organizations. Agency executive directors were chosen to respond 
to this and other questions because of their overall knowledge and under- 
standing of agency operations as well as their access to agency records and 
other. sources of information. This key informant approach to data collec- 
tion has been suggested by Seidler (1974) and, despite some limitations, it 
has been used frequently, especially by researchers studying human service 
agencies (Boje & Whetten, 1981; Paulson, 1976; Provan et al., 1980; Rogers, 
1974a, 1974b; Van de Ven & Ferry, 1980). The approach is particularly use- 
ful for studying human service agencies because the executive director is 
invariably the single most knowledgeable person regarding general Sgency 
operations and activities. — 

Boje and Whetten (1981) suggest that key informants are less üseful when 
agencies are large because these persons have less complete knowledge of 
agency operations. In the study reported here, efforts were made to control 
for bias in this regard by encouraging the executive directors to consult with 
‘members of their staff if data were not known to them. As it turned out, 
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the larger of the agencies studied typically had more well-developed proce- 
dures for collecting data, thereby compensating for the reduced capacity 
of the executive director to have a personal knowledge of all agency activities. 
Follow-up telephone interviews to all agency executive directors gave no in- 
dication of any difficulty in responding to the questions on referrals. 

The means and standard deviations of each of the two referral measures 
and the various independent variables are presented in Table 1. Table 1 also 
gives a correlation matrix of tgse variables. 


‘Table 1 
Means, Standard Deviations and Intercorrelation Matrix 


uu m 1 271759 eo 


yf | variables 
l. Intensiveness of agency-client con- 
tact .00 .90 
2. Service professionals per client .02 04  .534 
3. Service molas scaleb 00  .83 .86. .89 
4. Interexecutive communication 7.41 7.12 -04 .05 0i E 
5. Number of organizations in joint 
i riper A 16.53 20.02 -20 -26 -26  .08 
6. % of clients in joint programs ` 37.92 31.75 .25 .16 .23 .08 .44 
1. a . g ° 
as a % of discesa i 36.24. 31.72. .45 .52 .56 .00 -35 21 
other organizations (as 
"d of total enta). 18.63 20.85 35 .35 40 42 -@ 05 .16 
N= 41; for rz .20, ps.10; for rz.26, p.05; for r= .34, 
bA scale consisting duced EA NE 1 and 2 above). Scale item Nee 
before combining. 
Sample and Data Collection 


The organizations studied were a group of 41 kaman service agencies 
located in a medium-sized city in the northeastern United States. Taken col- 
lectively, the agencies provided a broad range of human services to the com- 
munity, including various medical and physical information, treatment, and 
rehabilitation services, mental health counseling and rehabilitation, sheltered 
workshops, social services, recreation, and cultural and neighborhood de- 
velopment. Services were provided to clients of all ages and all ethnic and 
racial groups, although most clients tended to be relatively poor. Agencies 
ranged in size from quite small to quite large (total budgets ranged from 
less than $100,000 to over $4 milllion; median —$605,600). 

All of the agencies studied were affiliated with the United Way. No at- 
tempt was made here to focus specifically on agency-United Way relations, 
although United Way was one source of referrals for many.agencies. United 
Way provides agencies with high legitimacy in the community and makes 
specific efforts to eliminate duplication of services. Because of these fac- 
tors, United Way agencies tend to have relatively well-defined — 
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domam As Levine and White (1961) have noted. organizations with well- 
defined domains are less likely to compete directly with one another. Com- 
petition is minimized, and agencies are more likely to engage in such co- 
operative activities as client exchanges through referrals. A second advan- 
tage was that a large amount of comparable data could be collected on the 
. agencies studied. Human service agencies are notorious for maintaining few 
or poor-quality records. United Way affiliates, however, are required to main- 
tain records on many aspects of their activities, thus minimizing potential 
data collection problems. A final reason for using United Way was that their 
agencies a the broad spectrum of types of human service agencies 


Table 2 
Agencies and Their Scores on Referral oe 





Se d s: Other Organizations? Other Organizations? 
1. Girl Scouts - 0 1 
2. Boy Scouts r i 
3 ia Center . : 1 25 
4 Community Center- l 1 - 
S.N od Center 4 .3 
6. ic Youth Organization s. 5 
7.-Heart Association `, 3 5 18 
8. Fire Girls 5 5 
9. Blind Association ` ' 10 40 
10. Settlement House ^. 10 .10 
11. Mental Health Center 10 5 
12. Community Center | 10 50 
13. Jewish Family Services 10- i 10 
14. Community Center 13 . 10 
15. Family Services d5- 5 
16. Multiple Sclerosis 15 EEr 
17. Settlement House 20 45 
18. Ibero American League 20 - 20. 
` 19. Planned 25 45 
. 20. Urban League 30 20 
21. 30 25 
22. Catholic Family Center 30- 20 
23. EI and Speech Center 35 15 
24. o ` . 35 0 
25. Aid 35 . 10 
26. Eye and Human Parts Bank 38 0 . 
27. Center for Youth 40 . 20 
| 28. ity Partners for Youth | 45 20 
29. Health Association . ` 50. . 35 
30. United Cancer Council 50 25- 
. . 81. Cerebral Palsy Association 50 75 
32. Council on 50 5 
33. Mental Health 65 10 
34. Convalescent Hospital 75 5 
35. Visiting Nurses -80 n "3. 
- 36. Medical Motor Service 90 0 
37. Meri Service Center 90 25 
- 38. Rehabilitation Center 90 ` 3 
39. Children’s 97 * 410 
- 40. Association for Retarded Citizens 100 10 
: 41. Halfway House . 100 100 
*Some egre mr pere eem ee 
Referrals expressed as an approximate percentage of total clients served. 
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found in most communities. "Thus, strong findings might: well be generaliz- 

. able to other communities. 

—. Of 47 regularly funded agencies affiliated with United Way, 41, agreed 
to participate fully in the study, a response rate of 87 percent. Data were 

collected in 1980 from United Way records, from agency. records (provided. 

by the executive director of the agency itself), and from the responses of 

agency executive directors and members of the staff of United Way obtained 

through questionnaires and interviews. A list of all agencies studied along | 

with their scores on each referral measure. is presented in Table 2. 


Results and Discussion 


From Table 1 it can be seen that the correlation between the two types 
of referral activity, although positive, is quite weak (r= .16, not significant). . 
Apparently, referral activity for the agencies studied was not guided by norms 
of reciprocity.such that agencies receiving. a high proportion of. clients 
through referrals would feel obliged to refer many of their clients and vice 
versa. This finding increases the importance of the results of testing the three 
hypotheses because it suggests that two separate models probably are needed 
for predicting each type of referral activity, with each of these models based 
on at least some different organizational characteristics. The three hypoth- 
eses were tested using Pearson zero-order correlations (Table 1) and mul- 
tiple regression analysis. Primary discussion focuses on the a i 
results. 

Table 3 presents the standardized ` regression coefficients’ for relationships 
between each of the two referral measures and all four agency characteristics 
that reflect the three hypotheses. Taken asa group, the four independent 
. variables explain 34 percent of the variance in referrals from other organi-. 
zations and 28 percen of the variance in referrals to other organizations 


Table 3 
| Standardized Regression Coefficients for 
——— Between Agency Characteristics and Referrals 


(N=41) | 
Dependent Variables: Referrals 
Independent Variables: Referrals from -.— * Referrals to 
Agency Characteristics Other Organizations Other Organizations 
Service technology (scale) | t  ggeee 47e 
activity: : 
ve communication 00 A2*** 
Number of organizations in joint programs ~,37** _ 14 
% of clients in joint j .28* ^15 
Multiple R 64*** 59**9 
R2 . 41 35 
‘Adjusted R? 34 38 
^» *ps.10 


‘ 


using the diii R? statistics. Overall, these findings: suggest the impor- 
tance of the variables studied in explaining referrals both from and to other 
agencies. To test each of the hypotheses, however, it is necessary to examine 
the individual beta ‘weights. - 
. Hypothesis 1. (service technology) 1 is strongly sanported for both types 
of-referral activity. Intensity of agency-client contact, the number of ser- 
_ Vice professionals per client, and the composite service technology scale are 
all significantly ard positively correlated with both dependent variables, 
as predicted (p <.01 for all correlations). Furthermore, when controlling - 
. for the other three independent variables, the beta weights for the service 
technology scale for both regression equations in Table 3 are ftatstically 
significant (p =.01) and in the direction hypothesized. * 
- The findings related to the two’ hypotheses for interagency activity are 

| mixed. AS: hypothesized, the percentage of an agency's clients involved in 
its joint programs i$ positively related to referrals from other organizations, 
p particularly when controlling for the other independent variables (beta=.28 
^"pz.10) However, a stronger finding i is the negative relationship between 
the proportion of referrals from other organizations and the number of or- 


. - ganizations linked to an agency "through its joint programs (beta=-:37, 


ps.05). Correlations and beta weights expressing the relationship between 
interexecutive communication and referrals from other organizations are 
quite weak. Apparently, interagency activity is important for an agency in 


. . attracting referrals but only regarding joint program activity (as opposed _ 


to involvement through interexecutive communication regarding agency con- 
cerns and problems) and only if these joint Programs actually involve a gub- 
stantial proportion of the agency's clients.. . 
. When many organizations. are involved i in an agency's joint programs, 
the interdependencies among these organizations may be sufficiently dif- 
^ fused that the focal agency is not able to develop a strong enough relation- 
ship with any of these organizations to-encourage them to refer clients to 
it; thus the strong negative relationship. It also may be that agencies with 
many interorganizational ties through joint programs provide more exten- 
sive services to clients and thus, consistent with Hypothesis 1, are less like- 


ly to receive referrals. When many agencies serve.any one client, itis likely - 


that fewer of these agencies will have as ‘strong a commitment to the client 
as when only one or. two agencies are- involved. Agencies may devote fewer . 
of their resources to any one client because their responsibilities to that client - 
are shared by many other organizations. Thus, despite the. potential of ad- 

- ditional resources.available to a client, the services of any one agency with 
"many interorganization program linkages are likely to be rather. extensive. 
This interpretation is given some support.by the negative correlations found. 
_ between the number of organizations involved in an agency's joint programs ' 
and tlie three measures of service technology; intensiveness of the -— 
client. contact (r— —20, p x.10); service. professionals per client inii: ^26, 
ps 05): ‘and the service technology scale ( =~-.26, DS E | 


- The findings are somewhat less mixed — referrals to other orga- - 
nizations, although. only one statistically significant beta weight emerged. 
As hypothesized, interexecutive communication is positively related to re- 
ferrals to other organizations. Surprisingly, none of the two measures of | 
joint program activity was found to be significantly related to referrals to 
other organizations when multiple regression was used, although the number 
of.other organizations involved in an agency's joint programs was in the 
hypothesized direction. Apparently, joint program activity is relatively un- - 
important for an agency when referring clients to other organizations. It - 
may be that the staff of agencies with a high level of joint program involve- | 
ment with’ other organizations perceive less of a need to refer their clients 
to other agencies because their clients are already exposed to the services 
of a variety of organizations through one or more joint programs. Agen-. 
cies whose executives communicate with other executives regarding agency 
‘concerns and problems: do refer their clients to.other agencies, perhaps be- 
cause their clients do not already benefit form the services of many other 
organizations. This interpretation receives some support by:the weak cor-: - 
relations, between: interexecutive communication and the number of orga- 
nizations involved i in an agency’s joint programs (r= .08) and the percent- 
age of clients involved i in these programs (r= .08), suggesting that iriterex- 
ecutive communication is not necessarily. based on joint program 
involvement. . 

Despite. the cause-effect relationship suggested by the hypothesis, it may 
be that executives communicate: with one another specifically because they 
refer clients to each other’s agency and thus share common problems that 
need to be discussed: Additionally, it seeins likely that the placement of clients 
with other organizations might require considerable communication with 


|. other agencies to determine a suitable recipient Organization or to convince 


other organizations to accept an agency’s clients, Such communication would — 
— -befar less important for agencies when receiving clients from other organi: 
zátions. 

Despite some support for. the hypotheses. tested, it Was thought that ad- 
ditional variance might still be explained by examining the agencies and their 
characteristics in a way that went. beyond considering only those variables 
actually measured for the hyotheses.- To do this, all 41 agencies were listed 
in order of their scores on each of the two dependent | variables (see Table - 
2). Thus it was possible to see which specific agencies had few or a large 


‘proportion of their clients referred from and.to other organizations. Once 


these two lists were obtained, agencies were painstakingly examined to de- 
termine if atry characteristics not measured could be related to either type 
of referral activity. Some of these characteristics included the age of the - 
agency's main client group; the relative mobility of clients; whether social, 
mental health, or physical health services were provided; whether.services 
. were inducting or noninducting (Bidwell & Vreeland, 1963); and.the number 

of clients served by the agency. None of these factors seemed to be particu- 
larly helpful i in Sepang further agency referral: Bram | 
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One. "Es os Was: ‘found to be extremely helpful i in n expla: 
ing referrals from, although not to, other organizations: service orientation. 
Agencies could. be divided readily into two distinct categories depending 

. on whether their services focused primarily on dealing with preventing and/or 
. anticipating client. problems, in which case its service orientation was said 
to be proactive; or coping with and/or curing problems that already existed 
for their clients, in which case the agency's service orientation was said to 
be reactive. Examples of- proactive, agencies are Boy and Gir] Scouts and 
related agencies, all of the various.community and neighborhood: centers 
found in most cities, the “gym and swim" type agencies, and those physical 
and mental health agencies that focus primarily on prevention. These agencies 
deal mostly with “well” clients in the hopes that agency services will pre- 
vent future problems. Examples of réactive agencies include most mental 
and physical health-related agencies in which clients have specific problems 
that need to be addressed. Also included in this category are social service 
agencies that focus:on particular client problems that already exist (for ex- 
ample, the Legal Aid Society). . | 

Thought was given to viewing ihis vuliable as another Iaoi of tech- 
nology intensiveness. However, the modest correlation between service ori- 
entation and the service technology scale (r= .25, D <£ .06), suggests that reac- 
tive agencies do not necessarily. provide services that are highly intensive. 
In fact,.the clients of some reactive agencies have problems that are readily 
X resolved, and the clients of many proactive agencies often make substantial 
use of agency facilities and services over many years. The distinction made 
here is whether an agency's activities focus on serving essentially “well” clients 
or thosé with specific problems, regardless of how intensively the services . 
are provided. 

When examining the list. of: agencies rank ordered according to the pro- 

' portion of clients reférred from other organizations, 16 of the 22 agencies 
. .that scored in the low group on this variable (<30 percent) were categor- 
-ized as proactive. In contrast, only 2 of the agencies that scored in the high 
group (» 30 percent) on this referral variable were categorized as proactive, 


‘Tabled - 
Relationship Between Service Orientation i 
and Referrals from Other T" 





(N-40 | | 

E LN M ra en ORE ai = 
Service Orientation n a, Low(s309). ^|... High (>30%) 
Proactive. © © 077 ee qe ee ee X 2b 

Us | (1, 2, 4-8, 10, D 14; 17-238 0 — ae 
l m" 6,9, 11, 13, 15, 19 S | Qa, 25, 27-41) 

Specific agencies that fell Into each cell. Nümbers in correspond to the agency having 
that number in the rank’ from other: 

bThe probability 


'ordering presented in Table 2 referrals 
zw xcd x ELE dm zw a i 
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and 17 were categorized as having a reactive service orientation. These find- 
ings are presented in Table-4. The strong results found when categorizing 
agencies by service orientation were not duplicated when agencies were rank 
ordered according to proportion of clients referred:to other organizations. 
In fact, no other agency characteristics were found to be helpful i in explain- 
ing this particular . referral measure. — 

To examine more rigorously the impact of service orientation on referral 
activity, the multiple regression analysis presented in Table 3 was rerun, this 
time adding service orientation as a fifth independent variable. To do this, 
all proactive agencies were assigned a value of 0, and all reactive agencies 
were scored as 1. Thus a significantly positive beta weight for service orien- 
tation would indicate that referral activity would be more closely associated 
Ms SUCOCYUTUOISC than DOREY agencies, Findings pesos i TADIS a: 


| ‘Table 5. | 
Standardized Regression Coefficients for 
Relationships Beiwen Five Agency Characteristics and Referrals 


Es = 41) 
Independent Variables d Referrals from. Referrals to 
. . Agency Characteristics - 3 Other Organizations Other Organizations 
Savio technology (scale) i .37*** PL 
! 01 | „4294+ 
Number of organizations in joint programs . -2 — 19 
% of clients in joint programs l .12* 420 
Service orientations ' 4j .12 
n m "a 
le R .J4** -. ; . 
' S4 TOC 
Adjusted R? "P , 48 T l 27 
2A positive beta weight indicates tha reactive agencita arc morc likely than proactive ones to bo 
associated with a high level of a particular type of referral activity. ; 
ps.10 . l 
p: 05 a | d 
«**ps.01 


The regression results give strong support for the tentative conclusions 
made from Table 4. Even when controlling for the effects of the other four . 
variables in the equation, reactive agencies were found to be strongly related 
to referrals from other organizations (beta=.41, p s.01; r=.58, p s.01). 
Additionally, the amount of variance in referrals from other organizations 
explained by the independent variables included in the regression equation 
increased from 34 to 48 percent (adjusted R?) when service orientation was 
added. The change in multiple correlation from .64 to .74 is statistically 
significant (p= .01). Beta weights for the two measures of interagency ac- 
tivity related to joint programs were no longer statistically significant al- 
though service technology remained a strong predictor of referral inflows. 

In retrospect, tlie positive finding for service orientation is not surprising. 
Reactive agencies provide specific services to clients with specific problems. 


1984 | | E ‘Provan © | BE. 


Schools, local physicians, general: hospitals, general service agencies such 
as United Way and local government welfare agencies, and even some pro- 
active service goal agencies regularly. encounter clients with particular prob- 
lems that they cannot serve themselves. These organizations are likely to. 
know which agencies. in a community provide services that fit the needs _ 
of these clients and'to refer them to these reactive service agencies. Proac- 
` tive agencies, on the other hand, provide services that often are based on 
broad and rather vaguely defined goals, thus reducing the likelihood that 
another organization would specify that agency as one that might be helpful 
for a client. Proactive agencies are far more likely to attract walk-in clients; 
their services are potentially attractive to a broad spectrum of the popula- 
tion of a community. Also, these agencies terid to engage in specific pro- 
grams to increase the general public’s awareness of the activities they pro- 
vide, thereby attracting clients. This is less likely for reactive agencies, the 
focus of which i is on a. more well-defined but often difficult to locate potential 
client group. . 

The weak relationship between service goal orientation and referrals to 
other organizations is somewhat surprising, although a reasonable explana- 
tion can be made. Service orientatiori is modestly correlated with the ser- 
vice technology scale (= .25, p < .06) developed for Hypothesis 1. Consis- 
tent with this hypothesis, it therefore might be argued that reactive agen- 
cies, because of a sharper awareness of the. problems of their clients, would 
refer more of their clients to other organizations Gf these clients could not 
be served in-house) than would proactive agencies.: However, a number of 
proactive agencies also refer their clients to other organizations (see Table 
2), perhaps because of a recognition that their own rather general services 
are insufficient for some clients. The existence of this second and contradic- 
tory trend certainly would have a moderating effect on any positive rela- 
tionship between service orientation and rate outflows. and could well 
explain. the weak findings reported in Table 5. | 


' Summary and Conclusion 


This study has examined the relationship beeen several organizational 
characteristics and client referrals among human service agencies in a com- 
munity. The hypothesis based on service technology was fully supported; 
the two hypotheses based on interagency activity received only mixed sup- 
port. More specifically, agencies having a high proportion of their clients - 
referred from other organizations were found to have intensive service tech- 
nologies, a high proportion of their clients involved in joint programs with 
other agencies, and relatively few-organizations involved with the agency 
in its joint programs. Agencies that referred a high proportion of their clients 
to other organizations were found to have intensive service technologies and 
. a high level of interexecutive communication. When agencies were exam- 
meg further i ina more micro-analytic way, service orientation Sues as 
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an important predictor of fele from other MTM although the . 
finding for referrals to-other organizations was weak. 

. Despite the fact that all the hypotheses proposed were not fully supported. 
the overall results for each of the final two regression equations (Table 5) 
were quite strong. Thus, the findings from this study have been illuminating - 
in explaining an underresearched aspect of the broad area of resource flows 
among organizations. From these data it is possible to make some tentative 
conclusions as'to why human service agencies are ey to engage in each 
of the two types of referral activities. 

One conclusion is that the flow of clients to an agency through referrals 
seems to be a function of internal organizational factors related to the pro- 
cessing of clients served. Specifically, a high level of referral inflows is like- 
ly for reactive agencies and those providing iriterisive services to their clients. 
What this suggests is:that a relatively high proportion of clients served by 
most mental and physical health care and rehabilitation agencies will be 
referrals from other organizations in the community. The results of this study 
do not suggest who sends clients to these agencies, although the idea of 
a heterogeneous referral network was stressed, implying that referrals. would 
not be limited to agencies with similar goals. 

The strongest individual predictor of referral outflows was service tech- 
nology, demonstrating the importance of this one agency characteristic for 
explaining both types of referral activity. However, referrals to other orga- 
nizations also-were predicted quite strongly by interexecutive communica- 
tion, a finding that did not occur when focusing on referral inflows. Con- 
sistent with resource-dependence and instrumentality (Whetten & Leung, 
1979). theories, a conscious decision can be made by agency management 
to send clients to other organizations, and the decision no doubt will be 
made if it is viewed as helpful to the agency's overall effectiveness. However, 
based on the findings reported here, it is possible to conclude that actual - 
client outflows are likely to depend first on the agency's capacity to iden- 
tify referrable clients (based on the intensiveness of its service technology) 
and secondly by the willingness of other agencies to accept these clients, 
a condition that may be favorably altered through increased communica- 
tion vum the executives of other: agencies. - 
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Di vestiture, Market Valuatio on, 4 
and Strategy l 


An empirical iia of 78 divestitures exumines -the re- 
lationship between type of divestiture and financial market a 
valuation. It was found that divestitures linked to cor- 
porate or business level strategies i in company publications 
were valued positively by the market; divestitures‘ por- 
trayed as the sale of unwanted units in the absence of de- 
Fined strategic goals were valued negatively. ` 


The option of corporate. divestiture has gained prominence recently, 7 The 
~business press has written of divestiture as ‘a major. tool for asset rede- 
ployment (“American Divestment,” 1981; “Asset Redeployment,” 1981; “Di- 
vestitures,” 1981). Academic researchers have investigated the reasons behind . 
divestiture (Duhaime, 1981; Gilmour, 1973) and are beginning to assess the 

financial outcomes of divestiture fnoves (Boudreaux, 1975; Kummer, 1978; 
Magiera & Grunewald, 1978). Popular consulting approaches, particularly - 
those dealing with the portfolio-management. approach, have emphasized | 


the importance of viewing divestiture as a legitimate management option. . 


Each of these sources has influeériced the development of the present paper. 

. Arising from the work mentioned above, the present study’s primary focus . 
is on the financial impact of divestitures and the strategic characteristics 
that tend to accompany positive or negative valuation. Two eee "- 
the study: 

1. How does the financial market value divestitures? l 

2. Are certain kinds.of divestitures valued more favorably than other kinds 

of divestitures? ` 

The salience of these i issues was s noted by Duhaime when she reported, based 
on interviews with corporate executives, that “stock price was the most fre- 
quently mentioned firm-level financial i issue affecting divestment decisions” 
(1981, p. 174). 
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. The concept. of corporate TE has poen widely: rho in the policy 
literature, and the plea for proactive and carefully integrated corporate ac- 
tions has been made repeatedly (Andrews, 1980; Chandler, 1962; Christensen, 
Andrews, & Bower,.1978)., The principal premise behind this work is that 
deliberate evaluation of alternatives and explicit matching between the firm's - 
. resources and environmental opportunities are more likely to.increase long _ 
term returns than unreflective or reactive responses to environmental events. 
The policy work also emphasizes the importance of multidimensional evalúa- 
tion, stressing not only financial peetormianes but long run “fit” and com- 
petitive issues as well. ^ - 

. The literature referenced above suggests that divestiture decisions, like 
other major management decisions, should be rooted in corporate strategy. 
Writing. on divestityre, Hayes (1972), Porter: (1976), and Harrigan (1981) 


have made this argument explicit. Thé'policy work implies that voluntary — 


` divestitures that are part of clearly identified strategies should create more - 
' value'than divestitures that take place in a reactionary or piecemeal man- 
ner or divestitures arising from.unidiinensional or short term performance 


.. criteria. Although résearchers in the field of finance have examined the ef- 


fects of:divestitures on firm value, they have not considered the role that | 


strategy — in divestitures and value creation. . 


. Market Response to Divestiture Announcements. 


| Reahus e ficid of fiance reechily have Geguii to explore the capital 
. markets reaction to divestiture moves. Related to work on mergers, the re- 
. search has applied capital market theory to the valuation of divestitures. 
The theory argues that, like any other major decision a firm makes, volui- | 
. tary divestitures should take place only when the expected income stream. . 
associated with or following a divestiture is greater than the expected in- 
come stream of continued operation. Only in this circumstance is it in the 
. shareholders’ best interest to have the unit sold. -` "s 
With this theoretical basis, researchers have demonstrated empirically that- | 
voluntary divestitures generally are.valued positively by the market (Bou- ` 
dreaux, 1975; Magiera & Grunewald, 1978) and FTC-forced divestitures (in- 
voluntary) are not (Boudreaux, 1975; Kummer, 1978; Magiera & Grunewald, . 
1978). These results are consistent with expectations based on capital market | 
theory. In addition, Magiera and-Grunewald (1978) attempted to differen- _ 
tiate between two types of voluntary divestitures—those undertaken for 


. . change-of-business-mix motives and. those undertaken for poor financial - 


circumstances at the business or firm level. This disaggregation was not sup- 

- ported with.a theoretical framework, and it was not.clear why the authors . 
expected valuation to differ across these KE dE no! SU DESEN Ne the . 

| results were inconclusive. E EI 
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The studies referenced above used. residual análysis to examine the market 
impact of divestitures. Residual analysis, a technique. commonly employed 
to isolate abnormal returns associated with particular events, is based on 
.a market model described by Fama (1976). The model predicts a firm's “nor- 
mal" or expected return, given the market return (à control for exogenous | 
events) and me firm 8 RUMOR MI — to the market: i E 


= 4+ Brats Ur Ma T: d i A : | () 


where y; return on security j'_ dM 
(705 = intercept. term for. Ud) Js | 
: By = historic market relationship for aded PEN 
Yn = market return (value ae including dividends) - 
| '€j =error term: 
 -Historic parameters. à; and 6, are EE for each BEUYS. over à 
“period prior to the test period. These parameters then aré used to calculate . 
the expected returns over the test period. The difference between the actual - 
returns and the expected returns for each of the time periods forms the series 
` of abnormal returns. "that. are ee in ‘lationship to the divestiture 
evens mE 2 idm 
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| Repeated calculations. of CAR. fot different due of L duh a series 
of: ow abnormal returns that can. be — across groups. | 


Sample and: Methods 
facies Composition ` 


The study’s sample consists of divestitures made by Forturie 500 firms 
and announced in the Wall Street Journal during the years 1976-1979: 1976 
follows the major recessionary periód that began in 1973, and the 1976-1979. 
frame is reasonably free of widespread anomalies that-could be introduced. 
by severe economic conditions. In addition, the following information had 
to be available xd a divestiture to be included in the sample: . - - 
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^" s A stated doliar value for.the divestiture. This:criterion was introduced 
ES to control for the potential influence of nentur size on return | pat- 
- terns and strategy-classifications; ` 
2. Monthly stock market returns for.the divesting firm's Fue These data 
_ are taken from the Center for Research in Security Prices (CRSP) tapes 
“that aré available from the University of Chicago. .. __- 
| Fortune 500 firms announced the completion of 485. divestitures i in the 
` Wall Street Journal during the 1976-1979 period; 90 fulfilled the informa- 
tion requirements. Of these, 12 were eliminated because firms made multi- 
ple divestitures that resulted in overlapping test periods. The remaining 78 
divestitures constitute the study sample. Examined for additional data on - 
divestiture transaction values were 8-K filings, which record divestiture data  . 
- for the SEC. However, the SEC requires an 8-K to be filed only in cases 
~ jn which 10 percent or more of a firin's assets have been sold. That require- 
ment was met in less than 10 percent of announced divestitures, and the 
Journal proved to be a religble and more efficient s source of aaia on these 
and other divestitures. LZ MEN 


Category Development am a 
diae es Sublets ol EO ii OR SR ONG Gn 
. A authors from annual reports and'10-K filings. Firm level data inclüded cor- 

 porate history, product mix, and statements on overall firm strategy when 

." available. Data relating to divestitures, when available, iricluded the com- 


Bi petitivé and financial history of the unit, its linkage to the rest of the cor- ; 


poration, and the stated reasons for divestiture. In studying these data en 

_ masse, four motives for divestiture become apparent (sample dectiptions 
. from company publications are given in italics): 

__. 4. Strategic Divestiture. A divestiture related to corporate or business. level : 
$ strategy, evidenced through specific discussion of the divestiture.and its im- 

pact on the way the firm does business. These divestitures often included ` 

decisions to exit an industry, to move away from or toward “core” businesses, -. 


"orto realign a firm's product mix within a.given industry. For example: ; 


The sale of X Division will permit the compimy.to devote qll of is resources to. business 7 
ri a am RC SAO EO : 
NOU of crushed l 


ing centers were sold, realizing 152M to accelerate growth in cement, aggregutes and related 23) 
- products. 


2. Selling Undesired Units. Divestitures presented ‘in a hinein 
fashion as a means of ridding the firm of. unwanted units.. These divesti- 
tures were not.linked to specific strategic.aims in company publications, 
were often described only in financial terms, -and appeared to be divested 
without affecting the integrity’ or direction of the firm: as a whole. For 
example: | 
Took: the following Hn with respect to EREET óperaiion. 


sient re he 
been sold. . 


3. Selling in Response to Liquidity Concerns. Divestitures made in re- 
| sponse to severe.corporate liquidity-problems—bankruptcies, near bankrupt- 


cies, or extended period of loss. In some cases these defensive divestitures ^ 


constitute major strategic shifts, yet were distinguished from Category 1 by 
-the severe financial circumstances surrounding the divestitures. For example: 


100% of the net proceeds which are realized as a result of the disposition of the assets 
ef the X Group must-be paid to those banks which are party io the company's Restated 
 . and Amended Pledge Agreement. ~.. 
2.1/2 years ago our management began a major restructiring program i aimed at hafting > 
d 5 year decline in earnings... . During the year X further consolidated iis operations. . 
| . 4. Forced Divestitures.. Divestitures pressed by federal agencies. These i in- 
. cluded divestitures relating to FTC requirements and divestitures forced by 
the Canadian government in industries related to national security. For ex- 
ample |. — 
Mast of the asséts and liabilities af the X company were sold. Duc d E 
Tae sd leche aec aea ; 
EE E EA NA IEG A ee ee rene | 
qf having ail. major Canadian aerospace companies owned by Canad 
5. Undiscussed Divestitures. Deed beu dn did ad odd. 
ment. Though the divestitures were reported in the Wall Street. Journal, the 
companies. making the divestitures did not discuss the. moves in their an- 
nual reports or 10-K filings. - 
* These classification categories ai are, by definition, subjective Alak first 
were made to establish “objective”. classfication criteria, such as percentage 
| change in business mix. Yet it soon became apparent that across firms; the 
. criteria were not capturing strategic significance as portrayed by manage- 
ment. In contrast, these five — clearly and = meee from 
the data. . 


Each divestiture then was assigned to one of the divestiture categories. 
To accomplish this, data sets on each event were compiled and given to each 
author for classification. Next, the group met, discussed each divestiture, 
and assigned classification by consensus. This process.was necessarily judg- 


mental and was based on the information available. It appeared to be the 
most valid approach to mel issues at hand. - 


f 


Financial Calculations 


-. Monthly rather than daily returns were used to track the marked response 
because the exact time that divestiture information reaches the market is 
. rarely known precisely. For each security j, the coefficients o; and 8; were 
estimated, using returns over a 5- -year period prior to the test period (t— 72 
.to £— 13 where t— 0 is the month of announcement). Expected returns were 
calculated and then compared to actual returnis over the t~ 12 to t+ 12 test 
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period. The differences between the actual returns and the expected returns 
| formed a series of abnormal returns that then were cumulated : across time. 


Empirical Tests 


Using these categorical assignments and financial calculations, the hy- 
potheses were operationalized às follows. First, it was expected that the di- 
vestitures classified as strategic (Category 1) would be associated with posi- 
tive abnormal returns. These divestitures represent proactive integrated man- - 
agerial decisions that should be in the best interests of the shareholders. 

Similarly, category 2 divestitures (sale of undesired units) were expected to 
" be valued positively, although not as highly as those in category 1. Although 
these divestitures portray a narrower perspective, they too should be under- 
taken with the interest of shareholders in mind.  . 

Consistent with previous empirical work (Kummer, 1978; Magiera & 
Grunewald, 1978), it was expected that divestitures forced: by external agencies 
| p 4) would be valued negatively. These actions are not freely under- 
taken by management and therefore aré not necessarily in the shareholders’ 

' best interests. The effects of the events in category 3 (selling i in response 
. toliquidity concerns) were more difficult to predict. In some ways this type 
of divestiture is similar to that in category 4 in that both types of divesti- z 
- tures are forced by adverse circumstances. On the other hand, the events 
in category 3 might represent positive actions that would signal turnaround 
situations. 

The possibility exists that divestituré type or financial outcome Y varies by 
. Size of divestiture. If it is the case, for instance, that “strategic” divestitures 
are of larger-than-average size, and if the market effect is a function of size, 
then size could be attenuating or confounding the study's results. To ad-. 
dress this issue divestiture size was aimined in relationship to strategy cate- 
. gory and financial outcome, 


Empirical ‘Results 
E Total Sample — mE 

Figure 1 shows the plot of cumulative residuals — 78 divesti- 
ture announcements. As expected, the overall trend is upward following the 
date of announcement. Prior to announcement the residuals wavered mar- 


ginally between +1 and —1 percent. This result suggests that, overall, the. 
market did value divestitures positively. " 


Analysis by Category | 
Table 1 gives an analysis of variance for the market performance as mea- 


sured by final cumulative abnormal returns (CARs) across the divestiture 
categories. The level of significance of the F-test, .0439, indicates that the 
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Figure 1 == 
Cumulative Abnormal Returns to the Portfolio of 78 Divesting F Firms 
40 





Cumulative Abnormal Returns 
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': Time in Months 
"fable1 - 
Cumulative Abnormal Returns (CARs) by Strategy Category 
Analysis of Variance . 
22A “ c Sumof ` Mean F 
Source | DF Squares : ` Square Statistic Significance 
Between ` 4 -3.1391 - .78478 2.5888 —— 0439 
Within 73 22.155. ` .30350 
Total TT 25.294 
Strategy Category N Mean one-tail (-test* 
(D Strategic divestiture MP 34531 | p< 
(2) Selling of undesired units. 26 i ~09125 ; pæ.07 
d Response to liguidity concerns 10 . .25686 px.is 
4) Forced divestitures 6 -.01870 pa.95 
(5) Undiscussed divestitures AS ~10811 (is pa.is 
Grand | 78 07251 ^  ' — pa 
CAR. 421 


Vests on CARs were calculated as follows: E ama NA, 


null hypothesis—all factor level means are equal—was rejected. Pairwise 
comparisons detailing the differences among category groups are given in 
Table 2. The most significant pairwise difference in. cumulative abnormal 
returns is between categories 1 and 2. 

As expected, category 1 divestitures linked to corporate or business level 
. Strategy were valued positively by the market. Quite in contrast, divestitures 
that were presented as a sale of undesired units (category 2) were valued 
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|. Tabe? ` i 
-Pairwise Comparison of Cumulative. Average Returns. 
Between Divestiture Categories. 
; (Level of: Significance) . 


. Strategy © i` 2 3 E 5 





Category =. n-21: ` ne26 — n-Il0  n=6: — nel 
EE on | 0086 =. 6m ASTT 0174 
" 2 M" E 0937 © . 7720 9271] 
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4 ! Ue A ee 1379 


2] = strategic divestiture; 2= selling of undesired units, 3= response to iquliiy oor 
cerng, 4= OTO Nr =undiscussed divestitures. - 


negatively by the market. Although it was hypothesized that TU 2 di- 
 vestitures would be valued less positively than category 1 EMEN the 
negative valuation of these events was not anticipated. | 

-The patterns of cumulative average returns over the total test period: for 
. categories 1 and 2 are shown in Figure 2. Note that the trend deviations 
"begin before the dates of. announcement (t- .0): This phenomenon likely 
reflects imprecision about the date some pieces of information reached the 
market. The strong =“ trend of category 1 firms also could indicate that 


He 


F 


Figue2 - 
Cumulative: Abnormal Returns to the Portfolios of: 
/'QÓ4 “Strategic” and 26 “Unwanted Unit" Divestitures . 
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these divestitures provided additional certainty about strategies that had been l 
stated earlier, | 

Divestitures in category 3, ‘selling i in response to liquidity concerns, also 
had positive abnormal returns, though the mean cumulative return was sig- 
nificantly different from zero only at the .15 level. This category’s. large stan- 
dard deviation likely reflects the unusual character of these firms’ troubled 
times. Category 4, forced divestitures, were valued negatively, yet the dis- 
tance from zero was not significant. The small sample size or uncertainty 
relating to the time the divestitüre information reached the market (Kum- 
. mer, 1978) could account for this result. Category 5, divestitures for which 
no motives were stated, also appear to be valued negatively. This result sug- 
gests that this set of firms is not a Tépresentative- sample of categories 1 
through 4, but may be aset of problem divestitures avout which: manage- 
ment was withholding comments. 

Divestiture size defined both in dollar value of transaction. and in dollar 


' value of transaction relative to total assets of the firm was compared across — . 


divestiture categories. It was found that category 1 divestitures measured - 
relative to total assets: (though not in actual dollar terms) were.on average 
larger than the divestitures of other groups. A simple correlation between 


» size and market returns was positive, but not statistically significant (p = 27). 


When included in a multivariate analysis with category dummies, size again 
was not significant (p =.75). Thus, though category 1 divestitures are larger 
than those in other categories (median ratio of transaction value to total 
assets for category 1 was .041; median value for other categories was .021), . 

the eugene indicates that the market effects are not related to transaction 


Conclusions and Implications 


The results of this study offer insights into the linkage between corporate. 
strategy and financial valuation: Among the five categories of divestiture 
that were identified in the study; two were found to be associated with ‘sig- 
. nificant changes in share value. As was expected, divestitures that were part 
of integrated, strategic plans exhibited large positive stock market effects. 


| . In contrast, the group x routine, nonstrategic divestitures was associated 


with negative stock price effects. The latter results were not expected. The 
remaining categories of divestitures, including those undertaken because of 
- liquidity needs, government pressure, or unstated reasons, exhibited non- 
significant changes in stock prices. 
The positive valuation of divestitures linked to strategy is consistent with : 
. the view that divestiture can be.a sound and legitimate management tool. 
| Furthermore, these results strongly support the views of management writers 
who stress that divestiture decisions should be grounded in careful strategic 
analysis that links the unit in question to broader firm poas. Under vee 
conditions, divestitures are associated with value creation. : 
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However, the study raises a caution flag about another kind of divesti- 
ture. Those sell-offs that were treated as arms-length financial transactions 
without further linkage to corporate mission or plans were valued negatively 
by the market. This means that these divestitures were viewed as value de- 
stroying, not value creating. More explicitly, this result indicates that these 
actions were not accepted as being in the best. interests of the firms' share- 
-holders. Why might this be the case? qme d 

Porter (1976) and Harrigan (1981) have written about structural, strategic, 
and managerial exit barriers that can delay exit decisions and increase the 
difficulty of retrieving the value of assets in divestiture. Hence, in the pres- 
ence of exit barriers, divestitures can result in a decline in firm value. Even 
less tangible than exit barriers that can reduce divestiture proceeds are the 
subtle costs of disuniting. These factors include emotional issues, such as 
employee morale and face saving, and administrative transaction costs sur- 
rounding separation. Although Nees (1981) suggested that greater involve- 
ment of management in the divested units may ease these burdens, the issues 
remain troublesome and could be operating here. At a minimum,- this work 
suggests that in the absence of clear positives, divestitures can be costly events. _ 
' These results indicate that the simply expressed adage to “sell off dogs” 
may not always be prudent advice ~ 

The study’s dependence on publicly available company documents raises 
some additional research issues. Discussion of divestitures in these publica- 
- tions is likely to reflect a degree of public relations efforts as well as substan- 
- tive data on divestiture activity. The possible confounding influence of man- 
agement's willingness and style of presentation goes beyond this study to | 
. the market's receipt and evaluation of information. What is fact and what 
is rhetoric can never be declared decisively. However, the study's strong results 
indicate that the market does value positively divestitures that are linked. 
-to corporate strategy in company publications. | 

At the center of this study's design is the issue of linking management 
. action (and the prescription for the same) with perceived shareholder benefit. - 
The work shows that the market response to divestitures is complex and 
heterogeneous, and that the phenomenon should not be viewed in isola- 
tion.of other firm. activity. Additional work is necessary to untangle the 
. intricate positives and negatives of divestiture Rum 
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RANDE er studies have presented evidence that 
` contradicts the presumed trude-off between changes in 
market share and profitability. This research attempted 
to resolve these inconsistent findings and to examine the 
conditions under which simultaneous i increases in market 
share and profi tability are found. Contextual and strategic 
differences were identified among businesses i in ird ay- 
namic performance situations. 


o The relationship between market share and profitability has been an im- "x 


portant and controversial issue in the business strategy literature. Initial ém- 
. pirical research on the topic (Boston Consulting Group, 1974; Buzzell, Gale, 
& Sultan, 1975; Chevalier, 1972; Fruhan, 1972; Schoeffler, Buzzell, & Heany, 
1974) found a significant positive correlation between market share and re- 
turn on investment (ROI). This relationship received support from related 
research in industrial organization economics (Gale, 1972; Jones, Laudadio, 
& Percy, 1977; Qualls, 1974; Scherer, 1980; Shepherd, 1972; Vernon, 1972; 
Weiss, 1974), in which significant positive associations were found between 
industry concentration and profitability. Explanations of this relationship 
emphasized market share advantages related.to economies of scale, market 
power over suppliers. and distributors, quality of management, and brand 
name recognition. Although several authors (Bloom & SS 1975; Buzzell 


s MN 
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et al., 1975) cautioned researchers and practitioners concerning the inter- 
pretation and application of these statistical relationships, the popular 
wisdom for several years advocated the implementation of strategies designed 
to increase market share as a means to improve profitability. 

. An important corollary to this relationship, however, suggested a short 
term trade-off between these variables. The analysis conducted by Buzzell 
et al. (1975) indicated that the average ROI of-businesses building market 
share was generally lower than the average ROI of businesses with stable 
shares and, in some cases, businesses with declining shares. Once again, 
the common interpretation was that a short term reduction in profits and 
negative cash flows were to be expected with the strategic investments re- 
quired for market share growth, but that long term profits resulting from 
these investments would justify such reductions. 

. Recently, several empirical studies have questioned the validity of these 
. imperatives. Rumelt and Wensley (1981), Woo (1983), and Woo and Cooper 
. (1981) have objected strongly to the presumed causal relationship between 
market share and profitability. They have demonstrated that low share can 
be profitable and that high share does not guarantee high ROI. Further- 
more, additional research (Hambrick, MacMillan, & Day, 1982; Hambrick - 
& Schecter, 1983) has suggested that market share gains are compatible with 
sustained or increased levels of profitability. These findings conflict with 
previous research, therefore, on two issues: (1) the value and impact of market . 
share and (2) the possibility of simultaneous increases in market share and 
- profits. Each issue has significant implications for business level objectives 

and strategies. . 

Because it has received minimal attention, the present research focused 
primarily on the second issue. The purpose of the study was to contribute 
to a resolution of the apparent contradiction in the literature concerning 
simultaneous changes in market share and profitability. A typology of four 
dynamic performance situations was constructed, each situation with its 
own combination of changes in market share and profitability; and contex- 
tual and strategic differences among buisinesses i in the four contrasting set- - 
tings ¥ were identified. 


‘Selected Conceptual and Empirical Antecedents 


' Based on the initial market share-profitability findings, various authors 
developed sets of strategies to pursue market share or profitability objec- 
tives. Each strategy was designed primarily to achieve an increase in one 
- performance objective or the other, at least in the short term. For example, 
Buzzell et al. (1975) outlined three groups of strategies: building strategies, | 
holding strategies, and harvesting strategies. Hofer and Schendel (1978) dis- 
` cussed six generic strategies, including share increasing strategies, growth 
strategies, profit strategies, market concentration strategies, turnaround 
strategies, and liquidation and divestiture strategies. Building or share in- 
creasing strategies emphasize activities designed to increase market share, 


| 


m 
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even at the expense of short term profits. Holáing c or profit strategies are 
aimed at the profitable maintenance of existing market share levels. Har- 
vesting strategies allow market share to decline in order to achieve higher 
short term earnings and are commonly used in liquidation situations. Most 
discussions of these strategies advocate the use of the contingency approach, 
making their implementation contingent on factors such as the stage of the 
product life cycle or existing market share.. - 

In the last few years, theory and research relevant to the market share- 
profitability issue have taken at least two, somewhat different, paths. First, 
several empirical studies (Anderson & Zeithaml, 1984; Buzzell, 1983; Buzzell 
& Wiersema, 1981; Hall, 1980; Harribrick, 1983; MacMillan, Hambrick, & 
Day, 1982) have attempted to determine strategies associated with profit- 
ability or market share in various situations. These studies assumed either 

. a trade-off between profitability and market share increases or that different 
sets of strategic variables were associated with ROI, market share, and 
changes in market share. With the exceptions of the Anderson and Zeithaml 
(1984) and Hambrick (1983) studies, this research focused primarily ona — 
single performance variable. Although a strict.analytical comparison was 
not inade, Anderson and Zeithaml (1984) observed some overlap between 
the Strategies associated with ROI and relative market share. | 

The second research stream reexamined, sometimes indirectly, the associa- 
tion between profitability and market share and the presumed trade-off be- 
tweeri changes in market share and. profitability. In particular, six studies 

provided the foundation for this project. In each study, a somewhat dif- 
` ferent approach was taken to the treatment of market share and profitabil- 
ity, primarily with respect to their use as static or dynamic variables. 

Rumelt and Wensley (1981) empirically investigated the causal structure 
underlying the association between market share and profitability. They con- 
cluded that the intrinsic value of market share had been grossly overstated 
and that, in itself, market share is not a valid strategic goal. Furthermore, 
using both static and dynamic measures of market share and ROI, they found 
that increases in market share were associated with concurrent increases in 

.the rate of return. 

Woo (1983) compared a sample of high ROI versus low ROI market leaders | 
on à variety of contextual and strategic characteristics. The study primarily - 
employed static measures of ROI and market share to define the sample, 
and it concentrated on businesses following essentially a holding strategy 
as opposed to building or harvesting strategies. Woo concluded that market 

` share does not always translate into profitability. The profitability of a high 
share strategy depends on other variables such as market stability, demand 
characteristics, and competitive posture. . 

Hambrick et al. (1982) examined differences in the performance tenden- 
cies and strategic attributes of businesses across the four cells of the Boston 
Consulting Group (BCG) portfolio matrix. Althoügh they reported that high 
share businesses had higher ROI levels than low share businesses, they also 
found no significant correlations. between Bo and market share change, 
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suggesting that a trade-off may not always exist. The reseachers questioned 
. whether managers should be relieved of profitability goals as they attempt 
to gain share. 

Fry and Zeithaml 982) studied the strategies of profitable and unprof- 
itable firms experiencing changes in market share. They found that busi- 
nesses may not need to sacrifice above-average profits for substantial market 
. share gains. Consistent with Hall (1980), profitable, increasing share firms 
appeared to differentiate their products while maintaining relatively low levels 
of costs and investments. However, ROI was treated as.a static performance 
measure, and comparisons were restricted to a limited number of strategic 
variables. 

Phillips, Chang, and Buzzell (1983) used a causal modeling methodology 
to examine competing hypotheses concerning the effects of product qual- 
ity on direct costs and ROI. They found that cost leadership strategies and 
product quality-based differentiation strategies were both viable routes to 
superior profitability, and that these sets of strategies were not necessarily 
incompatible. Furthermore, product quality had a favorable, yet indirect, 
influence on ROI through'its positive effects on market position. Product 
quality also exerted a beneficial effect on relative direct costs through im- 
proved market share. Although this study was not specifically concerned 
with the dynamic market share-profitability trade-off, it suggests that cer- 
tain competitive strategies allow businesses to strengthen market position 
and command higher profit margins, thereby improving ROI. 

Finally, in a study of short térm turnaround attempts among mature busi- 
‘nesses, Hambrick and Schecter (1983) found that increases in market share 
were positively related to increases in ROI, indicating that market share and 
profitability at times can be pursued in tandem. Although they found that 
improved profits were associated with efficiency, the research failed to un- ’ 
- cover how market share increases are achieved. In keeping with its purpose, 
the study also focused on a restricted sample of businesses. 


Research Framework - 


The studies outlined above suggest that concurrent increases in profit- - 
| ability and market share are possible. This conclusion seems to conflict with 
previous research and conventional wisdom concerning the market share- 
profitability trade-off. Unfortunately, the more recent findings provide 
limited empirical evidence to explain this inconsistency. The purpose of this - 
study, therefore, was to investigate this apparent contradiction, exploring 
concurrent changes in market share and profitability through an examina- 
tion of the contextual and strategic differences between: 

(1) businesses realizing simultaneous increases in market share and 

profitability, 

Q) businesses sacrificing market share to secure increases in profitability, 

(3) businesses building market share at the expense of profitability, and 

(4) businesses confronting declines in both performance measures. 
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| rnain Performance, Situations 

„ense in Relative Market Share (ARMS) 


n= 106 n= 52 
ARMS - -10.52 (14 


ARMS= 6.26 (6.9) . | 
AROI 10.21 (5:09) AROI = 7.04 (3 


IV. Decliners 
. n» 52 n: 84 
ARMS» 7.57 y. ARMS =-11.15 (14.26) 
AROI =--8.22 (3.63 AROI = -8.62 (4.06) 





These four dynamic pérformance situations, therefore, constituted the 
. research settings for the study. They are summarized in Figure 1. Cell I 
: businesses, referred to as ''superstars," have registered substantial increases 
'.in both market share and profitability.. Cell II businesses, **harvesters," 
have increased profits and lost market share. These firms may be liquidating 
share to improve profits, or.simply losing market share to aggressive com- 
petitors in a profitable industry. Cell III businesses, ‘‘builders,’’ have in- 
creased market share, but face eroding profitability. Cell IV businesses, 
-“‘decliners,”’ are suffering losses in both market share and profitability. 
The basic focus of this research was on dynamic performance situations, 
and businesses that appeared to be following a holding strategy were ex- 


cluded. Future investigations should attempt to determine differences be- - | 


tween stable share and/or profit businesses and businesses experiencing the 
. dynamic performance conditions listed above. . . 

Because of the limited guidance provided by earlier efforts, this research 
was viewed as exploratory and inductive, As such, it was not appropriate 
to develop detailed hypotheses. However, the sum total of the literature © 
discussed above suggests that the variables influencing market share and . 
profitability consist of a combination of environmental and strategic fac- 
tors. As a result, contextual variables, primarily reflecting overall perfor- 
mance and industry structure, were included with strategic variables to fur- 
nish a more comprehensive picture of each performance situation.and dif- 
. ferences among them. | 


Method .. 
The PIMS Data Base 
= The research analyzed data drawn from the Profit Impact of Market Strat- 
egies (PIMS) data base. For a discussion of the PIMS data base and its 


. general strengths and weaknesses, see Anderson and Paine (1978), Ham- 
brick et al. (1982), and Phillips et al. (1983). The data base has been 
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acknowledged as a a high quality, reliable source of data, perhaps the best 
available for large sample research. 

The PIMS data base has béen used for a nümber of recent studies of 
business strategy, environmént, and performance, including virtually all the 
empirical research mentioned above. This extensive use is both an advan- 
tage and a disadvantage. It promotes the systematic extension and refiné- 
ment of previous research, but it also limits the generalizability of an entire 
body of research findings. This drawback is compounded because the data 
base is not completely representative of businesses in general. The 2, ,000 
business units drawn from about 200 corporations tend to be more  domi- 
nant and more effective than the total. population of business units. 

For this research, however, the data base was appropriate for at least two 
reasons. First, the study was desigried to explain and expand on previous 
PIMS research that appeared contradictory. Initial analysis pointed to a mar- 


ket share-profitability trade-off; subsequent research questioned this find- ~ 


ing. Second, the sample was selected to include businesses with a.variety: 
. of performance results.. Although the performance extremes within the PIMS . 


. . data báse may not be the.same as those for the total population, they pro- — 


. vide.a reasonable setting. for exploration and theory building: Obvioüsly, 
| "all PIMS research needs. to be replicated. outside the can base. m a 


The Sample 


omnid ebd eu Leni diafin Ted of available 
data on mature industrial product businesses ini the data base (n= 659). PIMS 


respondents classified themselves in the mature stage of the life cycle if in- ` ` 


dustry demand was growing in real terms at less than 10 percent, if prod- . 
. ucts were familiar to the vast majority of prospective users, and if the tech- 
- nology. and competitive structure of the industry were reasonably stable. 
Introduction, growth, and decline businesses and all CONSUME PORU i 
nesses were excluded to improve sample homogeneity. 
The businesses were classified into one of the four performance groups 
-` based on the point change in relative market:share (ARMS) and the point - 
change in pretax return on investment (AROD between tlie average for the - 
first two years and the average for the last two-years of data. Relative market 


share is defined as the percentage of the business's market share divided. - 
. . by the percentage market share of its three largest competitors. It is highly 


correlated with absolute market share (.9). Businesses with a change in rel- 
ative market share (mean —-.9; median=0; S.D. —10.9) between +1 point 
were excluded from the research. ‘These businesses appeared to. be follow- 
ing a holding strategy, and they represented approximately the middle third 
of the data. Using a similar approach, businesses with a change in ROI 
. (mean=.7; median -.3; S.D. —8.2) between +3 points also were excluded 
- from the research. Once again, these businesses nae appioximateiy 
. ‘the middle third of the sample. `. | 
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‘As dépicted in Figure l, -a total of: 106 businesses met the criteria for super- - 
stars, 52 businesses met the criteria for harvesters, 52 businesses met the: 
criteria -for builders, and 84 businesses met’ the criteria: for decliners:: Al- 
. ` though the overall correlation between ARMS and AROI was relatively low _ 

. (.14), it is noted that the performance situations with the largest cell. sizes : 
were those in which market share and profitability varied together. This is 
consistent with the findings of Hambrick et al. (1982) and Hambrick and : 

.. Schecter (1983). Figure 1 also contains descriptive statistics for ARMS and 
. AROT in each cell. ‘As a final chéck of the sample, SIC codes for businesses 


in each performance situation were examined to determine whether cell mem- m 


bership was based strictly on — m — — strongly that 


E this was not the case. 


 Becáuse of the large number of rier and strategic variables promi- | 


. . ment in business strategy research and thé exploratory nature of this study, 


more than 50 variables were included in the initial data analysis. Although 

` the complete set of results may bé of interest to some readers and is available 
from the authors, reporting them in this paper would obscure some of the 

- key findings and prove overwhelming to the reader. ‘Thus this paper reports — 

and discusses the results for 27 variables. The list of variables was restricted . 

` to those that have been most prominent in previous theory and.research . 


on the determinants of market share and profitability, as well as those that. . 


yielded the most interesting or significant findings. 
. . The.contextual and strategic variables are listed and defined in ‘Exhibit | 
. 1. Four-year averages of each variable were used, as opposed to change vari- 
ables, to provide. a clear picture of the contexts and strategies associated . 
_ with businesses in each performance situation. Although the total number 
of variables appears relatively large, they are divided into 11 contextual vari- . 
_ ables and-16 strategic variables. Contextual variables consist of two perfor-- 
` mance variables and nine industry. structure variables. Strategic variables 
“were grouped to facilitate their discussion in the results section. ~ 
_. *As outlined above, several different ‘approaches have been taken to per-- 
. formance measurement in market share-profitability research. The perfor- 
‘mance variables have been included to help resolve previous inconsisten- 
. cies. The industry structure variables were drawn from the integrating work | 
- of Porter (1980). These variables represent major components of the five . 
- competitive forces that are the basis for his model of industry competition. : 
. The model suggests that strong industry and market growth, high industry . 
concentration, stable shares, limited competitor entry, and high buyer frag- 
mentation lead to superior. returns. Table 1 contains expectations for the 
- „direction of changes in ROI and. RMS based on the impact of each strategic 
. variable. Selected literature is used to support these expectations, as well 
. . as to justify the inclusion of these strategic variables in the study. Once again, 
. :detailed research hypotheses were premature. Future research may employ 
pecite hypotheses and fewer variables as patterns begin to emerge. `- 
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| Exhibit 1 
Contextual and Strategic Variables: Definitions 


variables 
Relative market share (| ): Percentage of the business’ market share divided by the percentage 
market share of its three largest co NT 


competitors, 
ROI (average): Net income divided by average investment k val 
Industry-structure variables xi Mee ve 


ket share. 
E E MN TSMRS UU cuv mIdNOYTOCCUS 


Order of market entry: The b was either a pioneer, an early follower, or a later entrant to 
the market; higher value indicates later entry. 

Major competitor entry: Competitors have entered the served market during the past five years and 
have gained at least a 5 market share. 

Strategic Verlables n Number of immediate customers that represent 50 percent of business’ sales, 


Relative product quality: sioe, cp products superior to competitors’ products from perspective 
eee of products inferior to competitors’ products from the perspec- 


service quality Quility of customer services relative to competitors 
Relative. price: The average level of selling prices of business’ products and services, relative to the 
average price of the three largest competitors. 
R&D variabies 
OE E lea are oe divided by net sales. 
oll pape E oe raid alas eo sales. 
i new ucts: Percentage of new products for minus percentage of new products 
or com 
Marketing variables 
Sales force expenses/revenuc: Sales force expenses divided by net sales. 
Relative media advertising and promotion expenses: Media advertising and sales promotion expenses 
relative to three largest competitors. z 
Vertical integration variables 


Value added/revenues: Sales minus purchases divided by net sales plus lease revenues. 
Rae pred ee Dee VEO PEEN EUSE EEAS EO NUS: 


Customization: The products oc sei vis af tite bini e rore or ioe acid dsed fora cds omes 
9r denne (o Produce to réerondonidunkeustorten pin aa a 


c drvestment/revenues Average investment (book value) divided by net sales. 
variables 
Relative direct cost: Percentage of relative direct costs (manufacturing, production, and distribution) 


Ls 
afe E RA SCHBEPOCOEUNDUA IDEA EUIed CORE GIONE 


Employee viable unionized: Percentage of total employees that are unionized. 
Relative compensation: Wage and salary levels relative to competitors. 


Data Analysis 


Cell means and standard deviations were calculated for all variables. Two- 
way analysis of variance was.used to identify significant main effects and 
interaction effects among the four performance situations. Duncan's multiple 
range test (Duncan, 1955), as modified by Kramer (1956) for unequal cell 
sizes, was used to identify significant mean differences for the interaction 
effects. 


1984. E Zeithaml and Fry ` `- 








Results and Discussion 


 Tübles 2 and 3 report the means ad ended deviations for the contex- | 


+ 


ž 
r ` 1 
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z: . - Anderson & Zeithaml (1984) 
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; -Tablel | | 
Strategi Variables: Tentative Impact on AROI and ARMS 
| with Selected Literature Support d 
NEM AROI ARMS - Literature Support 
dris nd ai + E  Ander & Zeithaml (15 
i ' Buzzell & Wiersema (1 
Hall (1980) 
Hambrick et al. (1982 : 
MacMillan et al. (198 
Phillips et al. (1983) 
Relative service quality l + + & Zeithaml (1984) 
p Qe eee a. 4a i ‘Hall (1980) l 
- Hambrick et al. (1982) 
Relative price + + Hall (1980) 
Hambrick et al. (1982) 
. MacMillan et al. (1982) 
Phillips et al. (1983) 
R&D variables 
Product RAD ezpenses/revenues ~~ 


Anderson &.Zeitham! (1984) 
Hambrick & Schecter (1983) 
-MacMillan et al. (1982 
Buzzell & Wiersema (1981) . 
Buzzell & Wiersema (1981) 


Buzzell & Wiersema (1981) © 


Hambrick & Schecter e 
Hambrick et al. (1 


‘MacMillan et al. (1 
Anderson & Zeitham! (1984) 
ee ee 1) 


Hambrick et al. (1982) 


Anderton & Zethaml (1984) 
, Hambrick et al. (1 
‘MacMillan et 


al. (1 ) 
Anderson & Zeithaml 
Hambrick et al. (1982) 


Anderson & Zeithaml (1984) 
(1984) _ 


Anderson & Zeithaml (1 
Hambrick et al. (1982) 
MacMillan et al. (1982) 


Hambrick et al: (1982) - 
Phillips et al. (1983) 


. Intuitive relationship 


Schoeffler (1977) 
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tual variables and strategic variables, respectively, and indicate the — 


cant main effects and interactions. 


Zeithaml (1984) — 
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. ‘Table 2 indicates A" Ben: silts for't the a variables. 
First, the average relative market share of superstars was significantly lower 
than the average RMS of builders. Although not significant, the average 
RMS for superstars also. was lower than that for harvesters-and decliners. 
qM suggests that, in general, superstars begin with a smaller market | 
8 
| Second, büinésecs with an increasing: ROI have a significantly highér | 
average ROI than businesses with a decreasing ROI. Harvesters had thé high- 
est ROI, builders had the lowest, and the average ROI of superstars and 
decliners fell between these extremes. Because builders had significantly - 
. higher levels of average relative market share than did superstars, the addi- . 
tional increases in market share characteristic of. builders may havé been 


' very expensive in terms of ROI. 


- These results appear to resolve some: of the contradictory. findings on the. 
maka share-profitability trade-off. Clearly, a large portion of the sample, 


B. ‘Superstars, were able to.record substantial concurrent increases in market 


-. share and profitability. -However, consistent with Buzzell et.al. (1975), the. 
average ROI of increasing RMS businesses was lower than the average ROI 
of the harvesters, although the difference was not Statistically significant. 
` Builders reported the lowest. average ROI. The previous research that em- 
ployed static measures of ROI for increasing market share businesses (super- 
stars plus builders) evidently assumed a profit sacrifice, that lower levels 
of ROI were equivalent to foregone or eroded levels of profitability... 

. This assumption may have limited applicability even for superstars (ia; 


n ROI levels and increases could be greater. without share increases), but the - : 


- significant performance differences already identified in this study between 


superstars and builders suggest that other factors may influence the mag- _ 


-nitude, if not mitigate the existence, of this trade-off: An interesting issue,. 
therefore, centers on the additional differences that may be found between . 
.Superstars and builders. To this point, superstars appear to be less domi- 


; nant mue markets: than do businesses i in other ial acs SRNODE: ae 


Industry Stricture Variables: 


Tabié 2 reveals a number of significant differences with: esate to industry 
- structure variables. Increasing ROI businesses reported significantly greater | 
. industry long terim growth rates and served-market growth rates than did 
decreasing ROI businesses. Consistent with the.definition of mature stage 
businesses, industry growth rates- averaged below 10 percent. However, the 
served-inarket growth rates indicate that some businesses served market seg- 
ments that were expanding at a more rapid pace. Industry and served- market 
growth may have acted to reduce the level of competitive rivalry i in these - 
situations, thereby allowing superstars and nae to extract oe E 
returns (Porter, 1290): | | LL T 
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In addition, decreasing RMS businesses had higher growth rates than in- 
creasing RMS businesses. Although no significant interactions were identi- 
fied, harvesters experienced the highest growth rates; builders had the lowest: 
‘growth rates. Several factors may have resulted in these relationships. Higher 

served-market growth rates may have attracted more competition, hurting 
the relative market shares'of harvesters without detracting from profitabil- 
ity. The market shares of builders may have been enhanced by a competitive 
deemphasis on these markets because of slow growth. Strategic differences 
between harvesters and builders also may be responsible for inconsistent 
growth rates. The strategies implemented by harvesters may stress profit- 
‘ability, yet stimulate the growth of the served-market segment to a greater 
degree than the strategies implemented by builders. Market share growth 
may be less an end in itself for harvesters, because they are able to realize 
increased profits and, perhaps, absolute market size through served-market 
growth. Therefore, goal and strategic differences, coupled with moderate 
shifts in competition, may have led to these apparently counterintuitive 
results. - > | 

Consistent with the industrial organization economics literature, i increasing 
. ROI businesses operated in industries that were more concentrated than did. 
decreasing ROI businesses. Superstars were in markets in which major com- 
petitors held a larger share than was true for the competitors of harvesters, 
builders, and decliners. This finding is consistent with the previous result 
concerning the lower relative market share of superstars. - 

Despite the substantial increase in RMS among builders, share instabik 
ity was significantly greater among both superstars and decliners. Share in- 
stability. among all competitors within their markets was.greater for decreas- 
ing RMS businesses. Decliners appear to face volatile conditions that have 
adversely affected their competitive position. Superstars seem to have been 
` the beneficiaries of share changes in less turbulent market shifts. Builders 
reported the lowest levels of share instability for Bon themselves and their 
competitors. 

The analysis of market entry variables showed that: apanan aiea their 
markets significantly later than did businesses in the other performance situa- 
tions. Decreasing RMS businesses confronted a significantly higher level 
of competitive entry during the previous five years. The later market entry 
of superstars may explain to some degree their weaker competitive posi- 
tion. Consistent with the speculation associated with the growth results out-  .. 
lined above, higher entry rates in the markets of harvesters and decliners . 
may be partially responsible for the erosion of their competitive positions. 
In some cases, superstars may be the predators that have damaged the com- 

petitive positions of harvesters and decliners. 
- A significant interaction was identified for the buyer frasmentation v vari- - 
able. Harvesters reported the most fragmented markets, significantly more 
so than did superstars. and decliners. Once again, this finding and the superior 
profit position of harvesters are consistent. with Porter's (1980) comments 
on the mpasi of the power relationship between the firm and its buyers. 
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Harvesters may be able to exert greater power over their customers because 
they appear to be less dependent on one or a few of them, thereby leading 


to above-average profits. Conversely, EM had the least fragmented 
markets. - 


-w 


Strategic Variables 


Table 3 contains the results for the strategic variables. The results for these 
variables are perhaps the most intriguing; they involve comparisons of the 


specific actions that businesses may implement to enhance their competitive . 


and/or profit positions. 

The first result among the product competition variables suggests one 
such action. Compared to their major competitors, superstars have managed 
a significantly higher level of product quality than have builders and de- 
cliners. Although this finding does not indicate that builders and decliners 
have low quality products (products in their industries may simply be more 


standardized), it does demonstrate that superstars have been able to differ- - 


entiate their products successfully along the quality dimension. This ap- 
pears to be an important distinction between superstars and builders. The 
value of product differentiation through quality has been a repeated theme 
in PIMS studies (Anderson & Zeithaml, 1984; Buzzell et al., 1975; Mac- 
Millan, Hambrick, & Day, 1982; Phillips et al., 1983), as well as other theory 
and research (Hall, 1980; Porter, 1980). In fact, this result is highly consis- 
tent with the conclusions of Phillips et al. (1983) regarding the positive ef- 
fects of product quality on market position and ROI. Businesses intending 
to achieve concurrent increases in market share and profitability should ex- 
plore the-opportünities for quality differentiation within their markets. 


Increasing ROI businesses were less differentiated from their competitors 


in terms of service quality than were decreasing ROI businesses. Service 


quality may not be a competitive factor in these markets, service quality - 


may be uniformly high among supérstars and harvesters, or builders and 


decliners may find it necessary to rely on service because of the nature or — 


` quality of their products. However, superstars and harvesters again reported 
significantly higher prices relative to their competitors than did decreasing 


ROI businesses. This finding is consistent with the quality differentiation 


strategy of these firms. Builders and decliners may find it difficult to charge 
higher prices than their competitors, particularly with more limited quality 
differences. 

Among R&D variables the analysis revealed no significant differences 
for the product R&D expense/revenue variable. Despite this finding, new 
` products represented a significantly higher percentage of sales for superstars 
than for harvesters, builders, and decliners. Superstars also introduced a 
significantly higher percentage of new products relative to competitors than 
did harvesters and decliners. Tnese results suggest that superstars were more 


efficient in their use of product R&D, or panaps that they benefitted oe . 


the R&D of earlier market entrants. 
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_ | Two significant main effects were identified among the marketing vari- 

. ables. Sales force expenses as a proportion of revenues were significantly 
higher for increasing ROI businesses than for: decreasing ROI businesses . 
Decreasing ROI businesses spent more than competitors: on media adver- _ 
tising and promotion expenses than did increasing ROI businesses. The pro- 
portionately greater investment in sales force made by superstars may be 
attributable both to a smaller revenue base and to the demands of a more : 
innovative, quality and price-differentiated strategy. The advertising and pro- 
- motion approach taken: by decreasing ROI businesses may reflect their less 

innovative, differentiated strategy, as well as a market share orientation, par- 

ticularly among builders. A sales force may not be required to market such 
products, and the declining profitability of these businesses does not seem 
to encourage a sales force emphasis: to achieve Share increases. 

- Value added as a proportion of sales revenues, a variable often uséd as 

a measure. of vertical integration, was significantly greater for increasing 

ROI businesses. Superstars had the highest.value added.mean; builders had 

the lowest. This relationship is consistent with the relative product quality 
and relative price differences noted. above. Superstars and harvesters also - 
may have managed their expenses more efficiently. A significant interac- 
tion effect was identified for relative vertical integration backward.. Com- 
pared to their major competitors, harvesters reported a higher level of ver- 


^ tical integration backward than businesses in the other performance situa- . | 


tions. This finding is consistent with previous PIMS research concerning . 
. ‘vertical integration among dominant firms. in mature industries. . "n 
^J Both significant and nonsignificant‘ results were of interest among the 


production/i investment variables. A significant interaction was identified - 
- regarding the level of customization versus standardization used in the pro- 


duction process. Superstars reported a significantly higher level of customiza- 
: tion than did builders and decliners. This finding adds further clarity to . 
. the overall differentiation strategy that appears to be emerging for superstars. 


` Unlike previous PIMS research, ‘no association was found between the in- | 


vestment as a proportion of sales revenue variables and ROI. Typically, capital - 
investment has an inverse relationship to profitability; i in this case, however, 
slightly higher levels of capital investment were found among increasing ROI | 
businesses: | 
. Despite differences i in relative- prodüct quality relative price, and value 2 

added/revenues, no significant difference was identified between performance 
situations for direct costs compared to. competitors. However, increasing . 
ROI businesses demonstrated a positive change in the gap between selling 
: price growth and weighted cost growth; decreasing ROI businesses reported 
a negative change. The ability of increasing ROI businesses to raise prices 
faster than costs relates directly to their superior levels of profits, product 
-` quality, value added, market growth, arid industry concentration. Once again, 
these results are entirely consistent with Phillips et al. (1983), who found 
that product quality had a beneficial met on relative direct costs "irent 
increased market share. 
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Two employee variables were the final strategic variables included in the - 
analysis. Decreasing ROI businesses reported significantly higher levels of 
employee unionization and relative compensation than did increasing ROI 
businesses. The presence of labor unions and the adverse compensation rela- 
tionship with competitors among decreasing ROI businesses probably i in- 
lated costs and arated from overall promapuyy. | 


Summary and Conclusions 


Initial snipitical research—for example, Buzzell et al. (197 $) indicated 
that a trade-off existed between increases in market share and profitability. 
Conversely, Hambrick et al. suggested that *multiple, seemingly. incompatible 
objectives can be pursued in tandem. More research is needed on the cir- 
cumstances that favor such *well-rounded' effectiveness and on the inter- 
nal features that can promote or stymie it” (1982, p. 528). The research 
reported here was an attempt to resolve the contradiction and provide evi- 
dence concerning the contextual and strategic factors that influence a firm's 
ability to achieve simultaneous increases iri market share and profitability. 

. Ar examination of performance differences among the four dynamic per- 
formance situations revealed that previous research was less inconsistent than 
some literature suggested. Increasing RMS businesses had mean levels of 
profitability slightly below the mean ROI levels of decreasing RMS busi- 
- nesses, but the difference was not significant. However, a large group of 
increasing RMS businesses, termed superstars, also registered substantial 
increases in ROI; others, termed: ‘builders, faced diminishing profits. 


NUR 


Superstars were later entrants to their markets than were businesses in 
the other performance situations. Probably as a result, they appeared to | 
have less dominant positions in their markets. However, these markets were 
experiencing moderate growth and concentration levels, likely contributing | 
to-the firm's overall profitability. In recent years, superstar markets had also 
been relatively free of major competitive entries. Their share instability per- 
> haps was due to their own predatory behavior and competitive response. 
These contextual factors suggest that superstars may be. located i in a late 
'shakeout-early maturity stage of market development. | 

In terms of basic strategy, the analysis indicated that superstars attempted 
to differentiate their products from competitors through higher quality, price, 


-' and innovation. This innovation emphasized a higher percentage of new 


customized products, supported by higher sales force expenditures. The ef- ' 
ficient management of costs and R&D expenses most likely contributed to 
favorable changes in the price-cost gap and to superior value added as com- 
pared to businesses with declining profitability. The Phillips et al. (1983) 
research also would suggest that the product differentiatión strategy imple- 
mented by superstars promoted market share growth, which, in turn, helped 


x 


| to contioli increases in relative direct costs and to improve. ROI. Superstar | 
| also appear to have avoided. ordinan, meer costs. . ns í 
; : A l | l 


` In didi harvesters were catty market eütrants arid pend to be fairly 
^ dominant businesses in terms of market share and profits. Similar to super- 
-- tars, they operated in more concentrated markets.that still were experiencing 


-  sóme growth. However, greater market share turbulence seems to have been 


precipitated by competitive rivalry coming from a somewhat higher incidence 


. ‘of major competitive entry over the.past five years. Harvesters also faced 


the most fragmented markets of the performance situations, probably allow- 
ing them superior power and flexibility in their relationships with custoniers. - 
The analysis indicated several strategic similarities between harvesters and: 


Cj superstars. Harvesters appeared to differentiate their products based on qual- 


ity and price and to customize somewhat more than did decreasing ROI 
"businesses. They alsó spent more ori their sales forces. ‘They achieved a sig- 
nificantly higher. level of valué: added. compared to decreasing ROI busi- 
-nesses and à very positive pricé-cost gap. Harvesters also reported signifi- 


a cantly lower levels of unionization.and a R relative to competi- 


E tors than did decreasing ROI. ‘businesses. . 
`- .. In contrast to superstars, harvesters did not reach the same level of prod- 
. uct quality differentiation and customization, although the differences were 


' , not significant. They appeared to offer a more stable product line; they were 


substantially below superstars with respect to new product introductions - 
in terms of both new products as a percentage of sales and new products ~ 
relative to competitors. This approach, plus their strong. market and profit | 
position, may have contributed‘to a more mature and predictable environ- 
. ment, allowing: harvesters to emphasize backward vertical integration relative 
. to competitors significantly more than other uses In turn, this inte- 
gration helped to control costs. | à 


Builders 


Two of. the most notable characteristics of builders were found a among 
.the performance variables. First, builders had the highest average relative ` 
. market share, significantly greater than superstars. Second, they exhibited 

.- relatively low returns. A strategy of standardized, low-priced products may 
. have contributed to the substantial relative market share, but this strategy. 


| used in the pursuit of additional, perhaps unwarranted, market share prob- - 


- ably had an increasingly. detrimental impact on ROI. Asa result, this strat- 
. - egy, coupled with industry structure differences, made. the s SUCCESS of : super- 

-stars difficult for builders to duplicate. - 

.. Builder markets were more stable, less concentrated, and experienced rel- 


| 3 ‘atively lower growth rates than did increasing ROI businesses. Major com- 


: petitive entry was less. frequent than among, a RMS. — sug- 


Z gesting very mature industries. . 
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Builders did not differentiate themselves fron competitors based on prod: 
uct quality and price to the extent ‘found among superstars ‘and harvesters. 
Instead, they seemed to differentiate themselves on service quality, media) 
advertising, and promotion to a greater degree than increasing ROI busi- 
nesses. Builders also did not achieve the same level of new product intro- 
düuctions.as superstars, and they tended to standardize their products more 
than increasing ROI firms. In sum, the pursuit of additional market share - 
and these industry structure and strategic differences most likely placed down- 
watd pressures on prices, squeezing value aedes the price-cost gap, and, 
ultimately, ee 


à 
-e 


Decliners were similar to builders with several exceptions. They reported 
somewhat higher returns. They were faced with significantly greater share’ 
instability than builders, perhaps because of a higher rate of major com- 
petitive entry over the past five years. Decliners recorded the smallest per- 
centage of new product sales, favoring standardized products. The slump 
in selling price growth compared to cost growth was somewhat worse than - 
among builders, thereby squeezing profitability. Unionization and relative - 
compensation also were higher among decliners than among increasing ROI 
businesses, . probably contributing to declining profits, E : 


Recommendations 


This. study Was intended as an initial. — in |a more thorough explora- 
tion of market share-profitability trade-offs. The research suggests that under 
proper market conditions and with the use of certain strategies, simultaneoüs 
increases in market share and profitability are possible. Although concrete, . - 
| prescriptions are premature, later entrants to moderate growth markets selling 
innovative, high quality products may be able to achieve this end. More con- 
servative strategies implemented by established firms may yield increases 
in profitability at the expense of market share, especially in more turbulent 
markets. Standardized product offerings in stagnant markets may increase 
| market share, but competitive pressures on prices appear to erode profits. 

“Future research should concentrate on several issues. First, businesses in 
other performance situations should be examined. Businesses in growth mar- . 
. kets should be studied, particularly because market growth appears to ex- - 
ert some influence on changes in profitability. In addition, businesses in 
the more dynamic performance situations should be compared to businesses 
following a holding strategy. This should provide further insight on con- 
tradictions in previous literature. ^ - 

Second, the relative contribution of individual contextual and strategic 

. factors to the explanation of performance trade-offs should be determined. 
. Future research should use the tentative relationships described i in this study | 
to develop more "- testable d Sab 5i 
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Third, although significant differences were identified among businesses 
in the four performance situations, other contextual and strategic factors 
should be included in more comprehensive studies. This research again 
pointed to the relevance of certain generic strategies (e.g., product differen- 
tiation and standardized, low price) that may be used to reduce the com- 
plexity of these studies. Clearly, the role of strategy implementation is one 
that requires considerable attention. 

Finally, this research should be extended and replicated using different 
data sources and analytical techniques. One example of such research was 
provided by Hall (1980). The causal modeling approach taken by Phillips . 
et al. (1983) also should clarify the relationships among key variables. Theory- 
guided industry and firm case studies, participant observation, longitudinal 
analysis, and cross-sectional studies should provide additional insight into 
the complex relationship between changes in market share and profitability. 
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Employee Ownership, 
| Work Attitudes, 
and Power Relationshi ips” | 
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. Relationships of employee equity in the company with 
work attitudes, information, and desired influence were 

` examined in a prosperous firm converted to employee own- 
ership by its management. Questionnaire data suggested 
that relationships of shareholding with organizational 
identification and information about the firm's finances 
_ were moderated by. employees" authority and status in the 

firm. | | 


- Recent years have Juen -growing interest in the implications of em-, | 
ployee ownership for discontent in the workplace. Many argue that share- 7 
holding by employees enhances their identification with the organization 
by creating perceptions of common interests and. stakes in the firm's suc- 
cess. In addition, ownership allegedly promotes job satisfaction by sensi- . 
tizing employees to the significance of their role in the firm, by enabling 
them to-capture more of the returns from their work (Hammer, Stern, & 
Gurdon, 1982), and by fostering more cooperation (Long, 19783). = -> 

For others, the attraction of employee ownership lies in the incentives 
and supports it provides for employee participation in decision making. Some 
argue that shareholding by employees leads to desires for more influence 
. by creating incentives to participate to protect one’s investment and beliefs 
that such participation is legitimate. The ability to participate also may be 
promoted by employee ownership. In most firms, expertise in financial issues ` 

is an important power base. Because employee shareholders have a greater 
stake in the firm, they may acquire more Information about its finances 
than nonowners. : | 

Empirical studies of employee ownership are of recent origin and thus 
few in number. Moreover, inconsistencies in the available work suggest that 

the implications of shareholding are more complex than often supposed. 
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For example, relationships óf ownership with both desired influence (Ham- 
mer & Stern, 1980;. Kruse, 198 j; Long, 1982) and satisfaction (Long, 1978b; 
Russell, Hochner, & Perry, 1979) vary greatly in the literature. As a result, 
a growing number of researchers argue that the consequences of shareholding 
are contingent on characteristics of the firm and the employees. Substan- 
tively, many suggest that employee ownership promotes favorable work at- 
titudes and efforts to participate only when opportunities for significant 
employee control exist (Tannenbaum, 1983; Whyte, Hammer, Meek, Nelson, 
& Stern, 1983). 

The contribution of the available studies to an evaluation of this posi- 
tion has been limited. Research has been confined to small firms in which 

employee owners enjoyed considerable access to mechanisms of control: pro- 
ducer cooperatives and directly-owned firms purchased by employees from 
the parent company to save jobs. Little attention has been devoted to more 
common and weaker forms of employee ownership initiated by manage- ` 
ment for financial and/or motivational reasons.and often operated through 
employee stock ownership trusts that hold and manage the shares. In these 
oftentimes large and complex firms, the bulk of the employee shareholders, 
nonmanagerial personnel, rarely exercise significant influence: because of 
the small portion of stock held, the lack of stock voting rights and represen- 
tation on the board of directors, and/or management domination of the 
trust (Conte, Tannenbaum, & McCullock, 1981). 
.. If differences in employee control among organizations affect the mapia 
tions of shareholding for attitudes and behaviors, control differences among 
employees within organizations may have similar effects. Such differences 
often are pronounced in the conventional employee-owned but management- 
controlled firms and reflect inequalities in the distribution of not.only for- 
mal authority and influence but also status. White collar employees typically 
are accorded higher status because of their formal training, nonmanual tasks, 
and physical proximity -to decision makers. Previous studies have focused 
largely on blue collar employees occupying lower positions in both status 
and authority hierarchies. Thus, they provide little information on the way 
‘in which control differences among employees in organizations affect the 
relationships of ownership with attitudes-and behaviors. 

The present research is concerned with the implications of shareholding . 
by employees with varying degrees of control within conventional employee- 
owned but management-controlled firms. The first issue has to do with the 
relationships of shareholding with organizational identification and job sat- 
isfáction. Tannenbaum’s (1983) perspective suggests that these relationships 
may be quite weak among those occupying lower positions in the author- 
ity, influence, and status hierarchies of these firms. Their relative lack of 
control coupled with the oftentimes considerable size and complexity of 
these firms allegedly reduce the significance of both ownership and their 
work roles to them as well as their perceptions of common interests with 
others in the firm. By contrast, this perenne implies that relationships 
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of shareholding with identification and satisfaction are stronger and more 
positive among employees with greater authority, influence, and status. _ 

There is research, however, that questions the importance of employee 
control for.these relationships. Empirical studies (Greenberg, 1981; Rhodes 
& Steers, 1981) suggest that employees typically purchase stock for finan- 
cial reasons and with few expectations of exercising greater influence in deci- 
sion making. Thus the lack of control by most employee shareholders under 
- conventional forms of employee ownership may be less likely to weaken the 
relationships of shareholding with identification and satisfaction than is 
often supposed. Finally, it is quite conceivable that these relations are more 
positive among those with less control because their identification and sat- 
isfaction may be more dependent on ownership than that of employees with 
greater authority, influence, and status. The research questions thus are: 
(1) Do the relationships of shareholding with organizational identification 
and general job satisfaction differ among employees with varying degrees 
of control? (2) If so, are such relations stronger and more positive among 
those with greater or lesser control? 

The second issue concerns the relationships of shareholding by employees 
with the desire to influence decision making and the possession of finan- 
clal information that might enable them to do so. Such relationships may 
be stronger among those with greater authority, influence, and status in the 
firm. These employees have more opportunities to participate in decision 
making and are less prone to question their rights and abilities in this regard. 
In addition, they usually enjoy greater access to financial information and 
are better equipped by training and experience to understand it. Thus, owners 
in the white collar and managerial strata face fewer contraints on their ability 
to obtain information and influence. By contrast, constraints on access to 
information and influence may suppress the relationships of shareholding 
with financial information and desired influence among nonmanagerial 
employees. Alternatively, more positive relations may be found among those 
with less control because shareholding for these employees may serve as 
a more important basis for information and influence. The research ques- 
tions thus are: (1) Do the relationships of shareholding with financial in- 
formation and desired influence differ among employees with varying degrees 
of control? (2) If so, in what manner? 

An adequate examination of these questions requires controls for em- 
ployees’ tenure in the organization. Positive associations of tenure with iden- 
tification, satisfaction, information, and desired influence may be expected. 
Moreover, the equity that individuals accumulate under employee stock own- 
ership plans (ESOPs) is strongly related to their time in the firm. As a result, 
controls for tenure are needed to ensure that relations of ownership with 
these other variables are not spurious. 


Method 
. The firm serving as the research site sells, installs, and services heating, 


cooling, and plumbing systems. It prospered in the 1970s. By 1980 sales 
had reached about $56 million and the employees numbered 650. l 
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Since 1958 the firm has operated an employee stock ownership plan. Em- 
ployees can participate after one year and may contribute from 3 percent 
to 5 percent of their wages, with the firm contributing at least 25 percent 
of the annual pre-tax profits. Each year, shares are distributed to partici- 
pants in proportion to their contributions and length of service, and all carry 
voting rights. Virtually all the shares are held by current employees, and 
nearly all those eligible participate in the plan (88 percent). | 
. Although the firm is owned by the employees directly rather than through - 
a trust, it has much in common with typical ESOP firms. The distribution 
of stock is very unequal; at the end of 1980, the managerial employees, who 
comprise about 20 percent of the workforce, held about 76 percent of the 
shares. In addition, the ownership plan makes no provisions for represen- 
tation of employee owners on the board of directors. These factors, coupled 
with the.lack of union representation, have limited the influence of non- 
managerial employee-owners within the firm. By the.same token, the substan- 
tial appreciation of the firm's shares in recent years has left few grounds 
for challenging management on the basis of inept stewardship. 

Several months of interviewing.a wide range of the firm's employees 
preceded the development of the questionnaire. This instrument was subse- 
quently completed by 87 percent of the employees on company time. 


Measures 


Organizational identification was operationalized by averaging responses 
(1— strongly disagree to 5= strongly agree) to nine statements regarding feel- 
ings of common interests with the organization, loyalty to it, and a willing- 
ness to work hard on its behalf (Steers, 1977). Representative statements 
were: (1) What is good for the comipany is good for me, (2) I don't feel that 
I am an important member of this company (code reversed), and (3) If of- 
fered a job with another firm at slightly higher pay, I would take it (code 
. reversed). General job satisfaction was constructed by averaging responses 
to two items. The first asked for the extent of agreement with the state- 
ment, “Basically, I don't like my job.” The coding, 1— strongly disagree to 
5 —strongly agree, was reversed. The second was the General Motors faces 
scale (Hammer & Stern,. 1980), which consists of six faces ranging from 
a broad smile to extreme disgruntlement. Respondents were asked to take 
all facets of their jobs into account and "place an x under the face which 
best tells how you feel about your job." Desire for influence was measured 
by averaging responses (4 — very much, 1 =none) to items asking how much 
influence respondents desired over decisions by supervisors, division heads, 
and corporate officials. Financial information was based on a count of cor- 

., rect responses to three questions about the firm's sales and contribution 
~- to the stock purchase plan. a 

Ownership, the value of shares held in the firm, was measured by responses 
to the question, “What is the approximate value of your shareholdings?” 
(0—none, 1=less than $1,000; 2=$1,000 to less than $5,000; 3=$5,000 to. 
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less than $15,000; 4=$15,000 to less than $40,000; 5=$40,000 or more). 


Perceived influence was based on five items. Three asked how much influence 


respondents felt they actually had over decisions made by their supervisors, 
division heads, and top management (4— very much to 1=none). The other 
two asked about their success as individuals and as members of a group 


. in persuading the immediate supervisor to change something (4 successful 
often or always to 1« never asked or asked but never succeeded). The re- 


sponses were averaged. Authority was based on the respondents' positions 
in the managerial hierarchy (Bacharach & Lawler, 1980) as inferred from 
job titles. The coding was nonínanagerial employees —0,. first-line super- 
visors=1, and middle managers =2. White collar status was based on the 
type of work performed. Blue collar employees, coded 0, included both those 
performing manual work and their first-line supervisors; white collar em- 
ployees, coded 1, included both office workers and middle managers. Ten- 
ure in the firm. was operationalized by reported years of service. ri 

Table 1 contains the means and standard deviations of these variables 
as well as mhen intẹrcorrelations: | 





Table. 1 P 
! Means, Standard Deviations and Correlation Matrix of Variables 
: (N= §20)* 

t rusa ea ae =D 10.2 3 4 5 6 7.8 9 
identification 3.844  .604 (.783)> .606  .290  .240 |..528 .394 .312 .330 .294 
satisfaction ` 4.329 .691 l (.603) .178 .095 .381. .144 .167 .122 .185 

3. Financial infor l ; i . QR BU 
mation 915  .980 ` "E (.572) .126  .291  .363. .364 .280 ..384. 

4; Desire for in- [e MA uM i | ! 
fluence |: 2.638. .593 - gio ~ (.795) .469 ~.135 .103 .108 ..153 

5. Perceived in l , i d 
fluence 2.207  .565 . l (727) .312 .298 `.246 .282 

6 1.271 1.468 . Ro x —: 407. ..792 329 

7. Authority -337 . i — .345 .494 

8. Tenure 3.805 4.777 — 

| status ` 242 429 ee = 
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| Results 
“Moderated multus regression (Peters & e ARE 1979) was (sed: to 


. examine the relationships of interest. In‘the analyses of identification, sat- 


isfaction, financial information, and desired influence, a similar procedure 
was followed. First, an additive model was examined by regressing each of 


. these four variables on ownership, tenure, perceived influence, . authority, 


and white collar status. Second, three multiplicative interaction terms of 
ownership times perceived influence, ownership times authority, and own- . 
ership ine white collar status v were then entéred as a set. The significance ` 





| Table 2 | 
Multiple Regression Analyses 
9 onal General Job | Sicil. Desije for 


Satisfáction Informatio H 
UN m) . (N 461) Nam Nee) 
Beta Beta Beta 








Ownership 183 4081 187 319 
Tenure — 010 ` -.1 4 
Perceived influence 385** 321** 121* 500** 
Authority | 237** 103 © 137 4.035 
White collar status 132* .125 

i R2 mæ 3544 R2»,1512 R2=,2411 R2=,1983 
Ownership x perceived influence 39 163 = -.317 
Ownership x authority ~264** 4120 7 -.062 
Ownership x white collar status x - .337** 

R2 =,3759 R2=,1590 R2 = ,2679 R2=,2040 
*ps.05 
**p5s.01 


of this set is determined by the extent to which the addition of these variables 
to the additive model increases R? (Cohen & Cohen, 1975). 

In the first column of Table 2 are shown the results of the analysis of - 
organizational identification. The standardized betas are from the complete 
regression equations which include the interaction terms. The data indicate 
that the addition of the interaction terms increases R? from .3544 to .3759 
(p s .01). Thus, the relationship of shareholding with identification appears 
to vary with employee control as indicated by authority, influence, and status. 
Of the partial regression coefficients of the interaction terms, only that of 
ownership times authority emerged as significant (beta=-.264, p s .01). This 
suggests that the relationship of ownership with identification i is more positive 
among those at the lower rather than higher levels of the hierarchy of author- 
ity. Although perceived influence and white collar status did not affect the _ 
ownership-identification relationship, both were positively related to iden- - 
tification (e.g., beta=.385, p s.01 for perceived influence). - 

- The results of the analysis of general job satisfaction are shown in the 
second column. The addition of the interaction terms did not significantly 
. increase R?. The only significant relationship indicated by the regression 
" coefficients is that of satisfaction with perceived influence. | | 

The third column contains the results of the regression of financial in- ` 
formation. The addition of the.interaction terms resulted in an increase in 
R? from .2411 to .2679 (p< .01). Thus, the relationship of shareholding 
_ with information appears to vary with employee control. However, of the 
regression coefficients of the interaction terms, only that of ownership times 
white collar status proved significant (beta=.337, p «.01). This suggests 
that the positive relationship of ownership with financial information is 
stronger among white collar than blue collar employees. Although not af- 
fecting the ownership-information relationship, perceived influence was posi- 
tively ae to miiormanon (beta = 121, ps.05). 


Y The xus of the regression of desire for influence: are shown in the fourth | 
." column: The data indicate that the addition of the interaction terms had 
~. no.effect on R?; Of the variables in the additive model, only perceived i in- - 

fluence was Ha to desired influénce ge 500, p 01). - b c 


po ae | ‘Discussion | | | 
: Stated broadly, the results provide little support for the notion that the 
effects of shareholding on attitudes and behavior are more pronounced 
" among employees with more authority, influence, and status in the firm. 
. None of these aspects of employee control affected the relationship of share- 
holding with general.job satisfaction. Moreover, the nonsignificant partial 
coefficient of shareholding in the regression analyses of satisfaction indi- . 
_ cated that these two-variables.were unrelated. ` 
By contrast, the data suggested that the relationship of shareholdirig with - 
organizational identification was affected by one dimension of employee . 
‘control, formal authority. But, contrary to the expectations of. Tannenbaum 
(1983), the relation.was more positive among those with lesser authority. 
The strength of this relationship among nonmanagerial employees may stem, ` 
` in part, from low expectations of.cóntrol. Its weakness among managerial 
personnel may stem from lesser dependence on ownership as a mechanism 
for identification. Alternatively, it may indicate that managerial employees, 


committed to the firm or not, are under pressure to purchase stock tosup- . - 
... port the ownership plan. 


The results also challenge the notion that the: desired influence of em- 
ployees with greater control i is increased more by sháreholding than is that 
of employees at lower levels in the status, authority, and influence hierar- 
. chies. Employee control did not affect the relationship of shareholding with 
desired influence. The nonsignificant: partial coefficient of shareholding in 
the regression of. desired influence indicated that these. variables were un- 
related. The financial orientation of these employee owners and satisfac- 
tion with the performance of their stock may have dampened interests in 
playing more active roles in decision making. Over three quarters indicated 


"that they viewed shareholding as an investment rather than the chance to 
. . become an owner where they worked and that: they ` were highly satisfied | 


-with the ownership plan; Finally, the data indicated that the relationships 
of shareholding with financial information were affected by employee status 
and were more positive among white collar than blue collar employees. The 
. reluctance of employee owners to seek more influence often is attributed ` 


ES to their lack of sufficient expertise to participate effectively. These findings 


~ Suggest that. information deficiencies are less likely to hinder the participa- 


. tion of the white collar owners. - 


The complexity.of the present results nndemenns the ced for further 
'Tesearch. In terms of: design, longitudinal studies are needed to clarify issues 
of causality. Substantively, research is needed on the expectations that.em- 
ployee " to ownership roles. The present results are. consistent with the 
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view that employees treat shareholding largely in financial terms.and ex- 
pect satisfactory economic returns but not necessarily greater influence in 
decision making. Several related i issues also: merit attention: First, refine- 
ments are needed in the measurement of stockholdings in order to assess 
their economic significance to employees. This might involve corrections 
for income and wealth levels as well as economic needs. Second, studies 
of the implications of the financial performance of employee-owned firms 
for the attitudes and behaviors of employee shareholders might prove fruitful. 
Owners’ satisfaction with their jobs and influence may be contingent on 
the performance of their stock. Finally, research on the implications of em- 
ployees' authority, influence, and status for their perceptions of the rights 
and rewards.of employee shareholders is needed. Such work might enhance 
understanding of.the complex ways in which. employee control affects rela- 
tionships: or shareholding with attitudes and behaviors. 
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Research N O tes 


PARADIGM DEVELOPMENT AND’ ‘COMMUNICATION 
. IN SCIENTIFIC SETTINGS: - . 
A SONTINGENCE ANALYSIS! 


JOSEPH L. C. CHENG 
Virginia Polytechnic Institute and State University 


More than ten years ago, Lodahl and Gordon (1972) published an investi- 
gation in which they applied the concept of paradigm (Kuhn, 1962) to the 
study of task uncertainty in scientific settings. Their data showed-that scien- 
tists in fields with developed paradigms (physics and chemistry) exhibited 
greater consensus on theory, methodology, and training than did those in 
fields with undeveloped paradigms (sociology and political science). This - 
consensus provided a more certain or predictable work environment, which 
in turn facilitated teaching and research activities. Lodahl and Gordon con- 
cluded that these findings provide encouragifig support for conceptualiz- 
ing paradigm development in terms of task uncertainty, and they recom-. 
mended further research into its organizational implications i in scientific 
settings. — 

In an attempt to explore further the usefulness of the paradigm conoi 
researchers have investigated the effects of paradigm development on various 
' organizational processes, including influence patterns in universities 
& Lodahl, 1976), grant allocations (Pfeffer, Salancik, & Leblebici, 1976), 
editorial practices in journal organizations (Beyer, 1978), academic turn- 
over (Salancik, Staw, & Pondy, 1980), and university budgeting (Pfeffer & 
Moore, 1980), among others. Without exception, their findings are consis- 
tent with the original conceptualization of Lodahl and Gordon (1972) and, 
together, provide a strong empirical base for the use of paradigm develop- 
ment as a measure of-task uncertainty in scientific settings. 

Based on this foundation, Cheng and McKinley (1983) recently examined 


the. implications of paradigm development for bureaucratic control and per- ` 


formance in scientific settings. They presented data suggesting that the ef- 


fect of bureaucratic control on scientific performance is contingent on the — 


paradigm development of the scientific field. In fields with highly devel- 
- oped paradigms, bureaucratic control was positively related to performance. ' 
As paradigm development decreased, however, this relationship declined 
significantly and became negative in fields with less developed paradigms. 


1 

An earlier version of this was presented at the 1983 National Academy of Management } 
Dallas. The author exec appreciation t to Bill McKinley and two See ee 
helpful comments. 
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These findings are potentially significant in that they point to:the need for 
a contingency approach to the stüdy of scientific performance. They also 
raise questions about the generality of some earlier findings on scientific 
performance that did not take account of auterences 1 in paradigm ca a 
ment (Pelz & Andrews, 1966). 

_. The purpose of this study is to investigate further the Dársdisi amoi 
as a contingency factor in relation to scientific performance, The focus of 
- the study i is on the-contingency effect of communication on scientific per- 

` formance, and the organizations studied are research units in universities. 
The investigation includes a theoretical analysis and an empirical test of 
the proposition derived from that analysis. The theoretical perspective that 
. guides this study is the lee processing model of o (Gal- 
- braith, 1972). 


‘Background and Theoretical Analysis 


Several premises provide ihe theoretical undérpirinings for this li An . 
initial premise is that the greater the task uncertainty, the greater the amount 
of information an organization has to. process iri order to accomplish its 
task (Galbraith, 1972). If the task-is well understood, much of the activity 
can be preplanned, and the information processing requirements for the 
organization are relatively small. If the task is not well understood, new- | 

- information must be processed during task execution, and the information. 
.. processing requirements for the organization become substantial (Tushman 
& Nadler, 1978). In scientific settings; the importance of information pro- 
cessing varies with:the field’s level of paradigm development. The lower the 
paradigm development, the greater the task mui eU and thus the Brat 
` the importance of information processing. . : 
. - A second premise is that in scientific settings, oral commuinication is a 
particularly efficient medium through which information is gathered, trans- 
ferred, and processed. Unlike written communication, oral communication 
permits rapid feedback, decoding, and synthesis of. complex information 
(Porter & Roberts, 1976; Tushman, 1978). These qualities are essential to . 
scientific communication because most research ideas are ambiguous and 


. ` difficult to articulate, particularly at the formulation stage. Thus, oral com- 


munication represents a primary medium for information exchange in scien- 
tific settings. It will be used in this study as a measure of a research unit's 
information processing activity. 

- A third premise is that. oral communication is effective only to the extent ` 
that the actors share a common language scheme (Tüshman & Katz, 1980). 

. According to these authors, lack of linguistic commonality between actors 
- can lead to errors in the interpretation of messages analogous to. *noise" 
in physical systems that cause error in message reception. In scientific set-. 
tings, researchers spend almost as much time in task-related communica- _ 
tion with colleagues outside their own unit (but withiri the.same organiza- 

tion) as with colleagues within their own unit (Katz & Tushman, 1979; Pelz 


—- 


872 | l A Henley of Mianaserient Juri » Uc December’ 

& Andrew, 1966). To the extent’ that different piece ion units ia 
different language schemes (Porter & Roberts, . 1976), interunit Communica-- 
tion could result in misinformation because of an incorrect or incomplete 
understanding of the message’s information content. This misinformation . 
stemming from interunit communication may have negative consequences 


. for research units as far as their scientific performance is.concerned. . 


Taken together, these three premises argue for.an interaction effect of par- 


adigm development and communication on research unit performance; The 
| lower the paradigm development, the higher the information-processing re- 


quirements, and thus the greater the effect of. communication on research 
unit performance, Because of the limitations.discussed in the third premise, 
this effect will be positive for intraunit communication but: negative for inter- 


. unit communication. These ideas can be summarized into the following hy- . 


pothesis: 


Hypothesis: The lower the paruam development, the. more positive | 
the relationship between intraunit communication and research unit 
performance, but the more negative the relationship between interunit 
-communication and research unit PLOT, | u 


Method ` 


"Sample The study iube consisted di 350 acdan research Un Jócated 
in six countries: Austria, Belgium, Finland, Hungary, Poland, and Sweden. 
Included were 88 academic institutions and 3 scientific fields—biology, 
chemistry, and physics. The use of these three fields, which vary in para- 


 digm development-but are all “hard science” disciplines, permits, a.more 
"  &tringent test of the hypothesis. A typical research unit consisted of a unit 
: héad and a staff of about nine people, euge the scientists, technicians, 


and clerical personnel. 

Data Collection. The data were collected using a combination of personál 
interviews, organizational records, and on-site administration of standard- 
ized questionnaires. A detailed description of the data-collection instruments 


and sampling procedure is provided by Andrews (1979). - 


Measures. 'Two single-item scales were used for measuring intraunit and 


a ‘interunit communication. Intraunit communication was measured by-ask- - 


ing scientists in the research unit to indicate ‘(ona 5-point scale) how fre- 


-quently-they met as a group to discuss scientific/technical: matters. They: 
_also were asked to indicate (on a 6-point scale): how frequently they discussed - 


scientific/technical matters with colleagues in other research ünits within 
the same organization. The latter information was used as a measure of 
interunit communication. For both measures, the. homogeneity of unit mem- 
bers’ responses. was tested for the appropriateness of pooling using a 2-step . 
procedure. developed by Tushman (1978). Results from the first step indi- 
cated that pooling. was.appropriate for each of the two communication vari- 

ables (p < .05). The second step eliminated (p <.01) three and five cases for 
the intraunit and interünit communication: TUM respectively, - nae 


tes 1984 A l . i Cheng : > 873 


“Research unit performance was assessed in terms of three types of scien- 
. tific output the unit had produced during the past three years: (1) number 
of books published, (2) number of journal articles published outside the 
country, and (3) number of journal articles published within the country. 
These data were collected from project records-provided by thé unit heads. 
Six units did not have complete data on all three output items and were 
deleted from the study sample. Because the original output scores showed 
. Skewed distributions, they-all were transformed to lognormal scores using 
the Pelz and Andrews (1966) procedure. To adjust for the uneven scientific 
importance of the three types of output, a weight of 3.was assigned to the 
‘number of books published, 2 to the number of journal articles published 
outside the country, and 1 to the number of articles published within the 
country (Cheng & McKinley, 1983). A composite index was constructed by _ 
summing the weighted, transformed scores across items. 
' Paradigm development was assessed in terms of the unit's scientific field. 
Units performing research in physics and chemistry were assigned to a de- 
veloped paradigm group (N— 202), and units performing research in biol- 
ogy were assigned to a less developed paradigm group (N= 134). This clas- 
sification was based on (1) Lodahl and Gordon's (1972) rankings of para- 
digm development in seven scientific fields and (2) the combined rankings - 
of 20 academic disciplines reported by Salancik et al. (1980) and Pfeffer 
and Moore (1980). In the Lodahl and Gordon study, paradigm development 
was measured on the basis of scientists’ evaluations of how developed they 
perceive various fields to be. Their data showed that physics had an average 
rank score of 1.38, chemistry had a score of 1.75, and biology 2.93. In the | 
Salancik et al. (1 980) and Pfeffer and Moore (1 980) studies, paradigm de- 
velopment was measured in terms of (1) course sequencing in departments 
and (2) the length of dissertation abstracts. The Salancik et al. study ranked 
phsyics 2, chemistry 5, and general biology 15. The Pfeffer and Moore study 
ranked both physics and chemistry 5.5 and physiology (a specialized disci- 
pline in biology) 4. Because physics and chemistry had similar rankings in 
these studies, they were combined into one paradigm group here. Averag- 
ing the rankings from the Salancik et al. and Pfeffer and Moore studies, 
physics and chemistry as a group were ranked 4.5, and biology 9.5. 
Seven additional variables were included as controls. The first five were 
dummy variables for the six countries studied. The remaining two were unit — 
size—measured in terms of the number of staff members in the unit (in- . 
cluding scientists, technicians, and clerical personnel) and the number of 
research units within the organization that were active in the same or similar 
field(s). Data for this variable were provided by the unit heads. 


Results. 
Three separate moderated regressions were performed to test the hypoth- 


esis. The first tested for a positive interaction effect of intraunit communi- 
cation and paradigm development (coded 1 for low and 0 for high) on 
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Table 1 
Moderated Regression Results? 
Research Unit Productivity 

Predictor Analysis I Analysis 2 Analysis 3 
Hungary> 410 -.07 ~10 
Austria -13 il «12 
Belgium -.01 -00 01 

= —201 - 19t 
darn -25 -Att 4251 
size 29tt i f 

Number of units inside organization .12t .12t i 
Intraunit communication .00 ~00 
Interunit communication .02 : 

ente ^21 24 -.01 
Intraunit communication x paradigm development 28** .32*** 
Interunit communication x paradigm development . -.22" A27** 
R2= 18% 18% 20% 


“Coefficients are the standardized regression coefficients (B's). 

Finland is the base comparative country. 

«Reverse scale (1=low, 0=high). 

*p«.10; **p«.05; ***p< 025 (one-tailed for relationships) 
tp<.05; ttp<.01 (two-tailed for control variables) 


research unit performance. The second tested for a negative interaction ef- 
fect of interunit communication and paradigm development on research unit 
performance. Finally, a more stringent test was performed to assess both 
interaction effects simultaneously using a single regression equation. Because 
the direction of the interaction effects had already been specified, one-tailed 
tests were employed. 

As hypothesized, the first two sets of analyses (see columns 1 and 2 in 
Table 1) show a positive interaction effect for intraunit communication 
(B =.28; p « .05), and a negative interaction effect for interunit communica- 
tion (8 2—22; p «.10). These effects remained significant even when they 
were assessed simultaneously using a single regression equation (see 


Figure 1 
Mean Performance of Research Units by 
Level of Unit Communication for High and Low Paradigm Groups 
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column 3). The regression coefficients for the two interaction terms were 
B —.32 (p < .025) for intraunit communication and 8 =-.27 (p < .05) for inter- 
unit communication. These relationships were confirmed by the graphs 
shown in Figure 1. For both communication variables, the slopes of the 
graphs were in the predicted direction (positive for intraunit and negative 
for interunit communication). Further, the slopes were steeper in the low 
paradigm group than in the high paradigm group. Taken together, these re- 
sults provide full support for the hypothesized relationships. 


Discussion 


The purpose of this study has been to explore further the explanatory 
power of the paradigm concept as a contingency factor in relation to scien- 
tific performance. Data from three “hard science" disciplines support the 
hypothesized interactive relationship among paradigm development, com- 
munication, and research unit performance. The lower the paradigm develop- 


ment, the more positive the relationship between intraunit communication . - 


and performance, but the more negative the relationship between interunit 
communication and performance. These findings thus reinforce the impor- 
tance of including paradigm development as a contingency variable in study- 
ing scientific performance (Cheng & McKinley, 1983). They aiso provide 
new and additional support for conceptualizing paradigm development in 
terms of task uncertainty as originally proposed by Lodahl and Gordon 
(1972). 

The present findings are similar to those of Katz and Tushman (1979) 
but contradict those of Pelz and Andrews (1966). Based on data from a 
subsample of 13 research projects in a large industrial laboratory, Katz and | 
Tushman reported a significant positive relationship between intraproject 
communication and research project performance, and a nonsignificant 
negative relationship between extraproject (but within the same laboratory) 
communication and research project performance. Pelz and Andrews, based 
on data from 1,131 scientists in 11 academic, industrial, and governmental 
laboratories, found significant positive relationships between both intraunit 
and interunit communication and scientists! technical performances. One 
possible explanation for this discrepancy might be that Pelz and Andrews' 
sample consisted primarily of “applied” scientists doing developmental re- 
search. To the extent that developmental research is more standardized in 
its terminology than basic research, interunit communication could be as 
effective as intraunit communication as far as information processing is con- 
cerned. Taken together, these findings suggest a two-dimensional contin- 
gency framework for the study of scientific communication: (1) level of par- 
adigm development of a scientific field, and (2) the basic-applied orienta- 
tion of the research. Future studies might explore the predictive utility of 
this two-dimensional framework, thus leading to a more complete under- 
standing of the role of communication in scientific settings. — 


876 Academy of Management Journal December 


The present findings also have implications for the current effort on in- 
tegrating organizational research and practice (Beyer, 1982). Thomas and 
Tymon (1982) recently have recommended a strategy that calls for active 
involvement of practitioners in feedback and review processes. Although 
this strategy is intuitively appealing, it might have unanticipated negative 
consequences because of different frames of reference or language schemes 
between researchers and practitioners. A more fruitful approach might be 
first to encourage each group to develop a framework as to what its con- 
stituents consider as utilizable research, followed by two-way interactions 
between representatives from each group who are well versed in both orga- 
nization research and practice. This strategy is similar to the two-step pro- 
cess suggested by Tushman and Katz (1980) for effective communication 
between engineers working on “locally-oriented” developmental research 
and external sources of information. 

Finally, from a more pragmatic standpoint, this study reinforces the im- 
portance of managing communication activities in research organizations. 
The present data show that the more productive units had more intraunit 
but less interunit communication than the less productive units. In terms 
of managerial actions, these results suggest that administrators may have 
to be selective in their attempts to promote communication activities in re- 
search organizations. Because of the problems involved in interunit com- 
munication, as discussed earlier, frequent contacts between scientists from 
different research units may need to be de-emphasized. Intraunit communica- 
tion, on the other hand, can be encouraged and facilitated. This can be 
achieved by (1) de-emphasizing formality and status differences in the re- 
search unit, thus reducing the psychological barriers to communication, 
(2) promoting supportive and trusting relationships among scientists in the 
unit, (3) arranging regular meetings for progress reports and idea exchange, 
and (4) abolishing physical barriers to communication and placing re- 
searchers in close proximity to one another. 
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Research on intrinsic motivation has demonstrated that extrinsic rewards 
can have a negative effect on intrinsic motivation under certain conditions 
(Calder & Staw, 1975; Daniel & Esser, 1980; deCharms, 1968; Deci, 1971, 
1972, 1975a, 1975b; Greene & Lepper, 1974; Pinder, 1976; Ross, 1975; Staw, 
Calder, Hess, & Sandelands, 1980). According to Deci's cognitive evalua- 
tion theory, there are two processes by which extrinsic rewards can affect 
intrinsic motivation. The first occurs if there is a change in the perceived 
locus of causality. Hence, when a person is intrinsically motivated, the locus 
of causality is within themselves (deCharms, 1968). However, when exter- 
nal rewards are made contingent on behavior and the individual begins to 
perceive that he or she is engaging in the activity for these rewards, then 
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the perceived locus of causality shifts from within the individual to the ex- 
trinsic reward, resulting in decreased intrinsic motivation (Deci, 1975a, 
1975b). The second process is based on the assumption that people are in- 
trinsically motivated to perform activities that make them feel self-deter- 
mining and competent (Deci, 1975b; White, 1959). Thus, reward or feed- 
back can negatively affect intrinsic motivation by negatively affecting feel- 
ings of competence or self-determination (Deci, 1975b). 

It should be noted that extrinsic factors have a negative effect on intrin- 
sic motivation only under certain conditions. For example, Deci, Cascio, 
and Krusell (1975) have suggested that contingent rewards and even non- 
contingent rewards will have a negative impact on intrinsic motivation only 
if a shift in the perceived locus of causality occurs or if there are decreased 
feelings of self-determination or competence. Furthermore, the effect is likely 
to occur only if the rewards are salient (Ross, 1975), the task is interesting 
(Daniel & Esser, 1980), and the reward is situationally inappropriate (Staw 
et al, 1980). 

Most of the early research on intrinsic motivation focused on the effects 
of extrinsic monetary rewards, but more recent studies have demonstrated 
that external constraints, in general, may negatively affect intrinsic motiva- 
tion. For example, Lepper and Greene (1975) found that the act of monitoring 
individuals’ behavior resulted in decreased intrinsic motivation. Similarly, 
in an investigation on goal setting, Mossholder (1980) found that external- 
ly mediated goal setting could have a negative tmpact on intrinsic motiva- 
tion, but this effect is contingent on the type of task. In an experiment that 
manipulated autonomy or self-determination (i.e, the level of procedural 
specification), Zuckerman, Porac, Lathin, Smith, and Deci (1978) found 
that greater external constraints in the form of procedural specification 
negatively affected the level of intrinsic motivation. Similarly, Fisher (1978) 
reported that subjects who were placed under greater constraints and had 
less personal control over performance also had lower intrinsic motivation. 
Finally, Amabile, DeJong, and Lepper (1976) demonstrated that when ex- 
ternal constraints take the form of deadlines, a decrement in subsequent 
intrinsic interest in the task results. | 

These studies suggest that although past research typically has focused 
on the effects of tangible rewards on intrinsic motivation, extrinsic factors 
do not necessarily need to be tangible in order to result in decreases in in- 
trinsic motivation. It is the general perception of external constraints that 
can cause decreased feelings of self-determination and result in reduced in- 
trinsic motivation. 

Most previous research on intrinsic motivation has focused on the ef- 
fects of extrinsic rewards and micro level constraints, but there has not been 
research investigating the effects of the macro level structural variables that 
ostensibly are primary external constraints in any organization. Hence, if 
is hypothesized that the structural characteristics of the organization itself 
may have a very strong negative impact on levels of intrinsic motivation if the 
organization approaches the mechanistic end of the structural continuum. 
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Based on Deci’s (1975a, 1975b) theory, this would be an expected outcome 
because greater levels of centralization, formalization, standardization, and _ 
so on reduce flexibility and autonomy and increase control, resulting in 
. decreased perceptions of self-determination. Although this effect may be 
of only minor importance in private and public sector organizations, it is 
of critical importance in voluntary or third sector organizations in which 
extrinsic incentives are scarce and the organization is dependent largely on 
voluntary activity that is primarily intrinsically motivated (Staw, 1976, 1977). 
Thus, it is the objective of this study to investigate the degree to which or- 
ganizational structure influences intrinsic motivation in the setting of a volun- 
tary organization. 


Method 


Sample. The sample of voluntary organizations utilized in this investiga- 
tion consisted of 44 conservative Protestant churches from six denomina- 
tions. These included conservative Baptist, Presbyterian, Methodist, Brethren, 
Lutheran, Nazarene, and independent churches. In selecting the sample, the 
general system of belief was controlled by means of administering a 
7-statement doctrinal inventory to the leadership (i.e, pastor) of each church. 
Only churches whose leadership expressed a conservative Protestant doc- 
trine were selected. This sampling procedure allowed a relatively homoge- 
neous sample to be drawn in terms of doctrine. | 

Procedure. Questionnaires were administered to ministers and to 25 ran- 
domly selected members from the membership rolls of each congregation. 
Questionnaires were distributed by mail with self-addressed, stamped return 
envelopes. Of the 1,100 questionnaires mailed out to members, 543 were 
returned: thus a response rate of 49 percent was obtained. Responses were 
obtained in all cases from the leadership; however, missing data were prob- 
lematic in several cases. Calculations to determine the minimal sample size 
for each organization were conducted in order to insure that all estimates 
were within +5 percent accuracy. On completion of the data collection, only 
two organizations were eliminated because of an inadequate number of re- 
spondents. Thus, the usable sample included 42 churches. 

Measures. Six structural variables were measured in this investigation. 
These included standardization, formalization, integration, centralization, 
Jevels of hierarchy, and organizational size. Standardization was operation- 
alized by a 5-item instrument developed by Sherman (1981) which assessed 
the level of standardization in the meetings and administration of the church. 
Specific items questioned the degree to which services or meetings were 
planned according to standard patterns, the degree to which liturgy was uti- 
lized, and the degree to which procedures for conducting church activities 
. were governed by standardized procedures as opposed to being developed 
spontaneously. For this scale, a coefficient alpha of .77 was obtained. 

The second structural variable, formalization, was operationalized by 
means of a 4-item instrument (Sherman, 1981) which assessed the degree 
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to which written records were kept (i.e, attendance), the degree to which 
written formal policies and rules had been developed to cover activities and 
operations of the organization, and the formalization in the services (e.g., 
clergy and other participants wearing robes). A coefficient alpha of .60 was 
obtained for this scale. 

The third structural variable, integration, was measured by determining 
the level of communication occurring between members in the system (Tichy, 
Tushman, & Fombrun, 1979). This was operationalized specifically by ask- 
ing the sampled individuals to estimate the total number of minutes in a 
sample 3-day period that they spent communicating with other members 
in a task or church related manner. 

Centralization was measured by asking the leadership (ie, pastors) if their 
church utilized (1) a congregational system in which they assumed the cen- 
tral leadership role, or (2) a representative system in which a group of elders 
assumed the leadership responsibility but the pastor still exercised greater 
authority, or (3) a representative system in which a group of elders assumed 
leadership responsibility with the pastor having no greater authority than 
any other elder. — 

The fifth structural variable, levels of hierarchy, was measured by deter- 
mining the number of hierarchical levels including regional and national 
denominational levels of authority. Organizational size, the final structural 
variable, was measured by consulting the church records to obtain an assess- 
ment of the current number of members. 

The two dependent variables, intrinsic motivation and extrinsic motiva- 
tion, were measured by means of the instrument developed specifically for 
church settings by Allport (1959, 1963) and later refined by Feagin (1964) 
(also see Dittes, 1969, and Hood, 1971). This instrument has been widely 
used in both the sociological and psychological literatures on religion. Ac- 
cording to Allport and Ross (1967), for those people who are high in ex- 
trinsic religious motivation, religiosity is utilitarian, self-serving, and self- 
protecting. In contrast, Allport and Ross maintain that those who are high 
in intrinsic religious motivation regard their Christian faith as a supreme 
value in its own right. 

The two scales based on Feagin’s (1964) factor analyses are each com- 
posed of six items. A coefficient alpha (computed at the individual level) 
of .65 was obtained for extrinsic motivation (e.g., “One reason for my be- 
ing a church member is that such membership helps to establish a person 
in the community," and “What religion offers me most is comfort when 
sorrows and misfortune strike’). For intrinsic motivation a coefficient alpha 
of .60 was obtained (e.g., “It is important to me to spend periods of time 
in private religious thought and meditation,” and “The prayers I say when 
I am alone carry as much meaning and personal emotion as those said by 
me during services”). Although these coefficient alphas were somewhat lower 
than values obtained in other investigations, the lack of homogeneity may 
be attributable to the different aspects of church-related activity referred 
to in the items. Furthermore, it should be noted that these scales are similar 
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to other instruments used in the literature in that they assess whether activ- 
ity is an end in itself or whether it is instrumental in serving other ends. - 
However, these scales differ from other instruments in the context to which 
me (i.e, the church as opposed to a work setting or an experimental 


The means, standard deviations, and intercorrelations among the variables 
in the study are presented in Table 1. 


Table 1 
SPARSIS Standard Deviations, and. Correlations 
i Among. sey bia 


Variable X S.A 1 2 3 4 3 6 7 8 
1. Intrinsic motivation 26.34 1.13 — 
2. Extrinsic motivation 15.63 2.32 ~45 — 
3. Integration 107.38 69.11 34  -.28 — 
Centralization 2.31 78 -26 S717 23 — 
5. 2.95 .97 437 69  —.24 .43 — 
6. Standardization . 10.36 3.88  —32  .11 18 11 4 — 
7 52 «45 430 .37  .75 53 — 


Br 
b 
UM 
"t 
oF 

B 
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7. Formalization — 95 2 
8. Organizational size 363.76 317.32 .-.45 
. "For a' sample size of n= 42, r=.26 is significant at p<.05. 


Data Analysis. The nature of this investigation necessitated the collec- 
tion of data at two levels of analysis in order to examine the influence of 
structure (organizational level) on intrinsic motivation (individual level). All 
‘of the structural variables (with the exception of integration) were measured 
at the macro level of analysis from information obtained from the leader- 
ship of each organization. The dependent variables (intrinsic and extrinsic 
motivation) were measured at the micro level of analysis from responses 
obtained from individual members. Theoretically, integration should be con- 
sidered a macro level structural variable. However, although intrinsic and 
extrinsic motivation clearly are individual level constructs, because the data 
analysis must be conducted at one level of analysis, it was determined that 
the three variables that were measured at the individual level should be ag- 
gregated for each organization. Then stepwise multiple regression could be _ 
employed to ascertain the degree of variation explained by structural variables 
in intrinsic and extrinsic motivation. In addition, the relative contributions 
of the various structural variables could be assessed. Furthermore, using 
this procedure, the hypothesis could be tested: as organizational structure 
approaches the mechanistic end of the structural continuum, intrinsic motiva- 
tion decreases. l 
' Before progressing with the data analysis, however, it was important to 
establish the appropriateness of aggregation empirically. Roberts, Hulin, 
and Rousseau (1978) and James (1982) stipulate that befóre aggregating a 
construct whose unit on which theory is based is the individual, small within- 
organization variance relative to between-organization variance must be dem- 
onstrated. ‘Roberts et al. (1978) recommend the use of analysis of variance 
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to compare within-organization variance with between-organization variance 
to determine if aggregation is appropriate. Hence, this procedure was con- 
ducted for each of the three aggregated variables. For intrinsic motivation, 
the results of the analysis of variance yielded F= 1.72 (p « .01). For extrin- 
sic motivation, F=2.99 (p<.01) was obtained. Finally, for integration the 
results yielded F=2.54 (p « .01). 


Results ; 

The results of the regression analyses are presented in Table 2. Formaliza- 
tion was eliminated from the analyses because of its stronger interrelation- 
ship with other structural variables. This was done in the interest of avoiding 
problems with multicollinearity. Hence, standardization, centralization, in-. 
tegration, hierarchy, and size were included as structural predictor variables. 


Table 2 | 
Regression of Intrinsic and Extrinsic Motivation 
on the Organizational Structure Variables 





Intrinsic Motivation Extrinsic Motivation 
Structural Variables Beta F Beta F 
Organizational stze -—45 7.]2*** Of .00 
Standardization -29 4.08** ~17 2.03 
~23 1.99 - .67 25.44*** 
Integration .15 1.04 .02 02 
Centralization .11 42 25 3.17* 
R2=.41; df= 5,32; R2=.61; df=5,32; 
F=4.44; p<.01 F'=9.80; p<.001 


*p<.05; **p<.01; ***p«.001 


The results indicated that the structural variables explained a relatively 
large amount of variance in both intrinsic and extrinsic motivation. For the 
first analysis, 41 percent of the variation in intrinsic motivation was explained 
by the structural variables. In the second analysis, 61 percent of the varia- 
tion in extrinsic motivation was explained by the structural variables. 

The results of these regressions and the Pearson product-moment corre- 
lations reported in Table 1 generally support the hypothesis that as struc- 
ture becomes increasingly mechanistic, intrinsic motivation decreases. For 
the bivariate correlations all six structural variables were statistically sig- . 
nificant, and their values were consistent with the hypothesis. Centraliza- 
tion, hierarchy, standardization, and formalization exhibited negative cor- 
relations with intrinsic motivation. Integration, for which lower values would 
be indicative of a mechanistic structure (Tichy et al., 1979), exhibited a posi- 
tive relationship with intrinsic motivation. Although increased organiza- 
tional size cannot be considered characteristic of either organic or mecha- 
nistic structures, it was found to be negatively related to intrinsic motiva- 
tion. Furthermore, it was determined that size was related to mechanistic 
structure for three of the five structural dimensions. Hence, it appears that 
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in the case of churches greater size is associated with an increasingly mech- 
anistic structure; however, the direction of causality cannot be ascertained 
from these data. 

In the stepwise regression analysis for intrinsic motivation, crganicstionai 
size (p < .001) and standardization (p < .01) were found to have the greatest 
negative impact on intrinsic motivation. Although the coefficient for cen- 
. tralization was not significant, its value was positive. Because the bivariate 
correlation between centralization and intrinsic motivation was ~.26, 
(p <.05), it is suggested that this result may be attributed to some minor 
multicollinearity resulting from the imperfect independence among the pre- 
dictor variables. 

. When the Allport and Ross (1967) indicator of extrinsic motivation was 
utilized as the dependent variable, the results, in general, were consistently 
opposite of those for intrinsic motivation. The Pearson product-moment 
correlations were significant (p < .05) for four of the six structural variables. 
Furthermore, the values of the correlations were consistent with the hypoth- 
esis in all cases, indicating that the level of extrinsic motivation was posi- 

tively associated with mechanistic structure. Furthermore, in the regression 
analysis (Table 2), the variables that explained the greatest variance in ex- 
trinsic motivation were hierarchy (p « .001) and centralization (p < .05), in- 
dicating that in churches, these two characteristics of mechanistic structure 
have the strongest impact on extrinsic motivation. 


Discussion 


The findings of this investigation further extend knowledge in this area 
of research by demonstrating the influence of organizational structure on 
intrinsic motivation. These results reinforce recent findings that have shown 
that external constraints, in general, can have a negative impact on intrin- 
sic motivation (Amabile et al., 1976; Fisher, 1978; Lepper & Greene, 1975; 
Mossholder, 1980; Zuckerman et al., 1978). According to Deci (1975b), these 
results can be interpreted based on the process whereby the general percep- 
tion of external constraints causes decreased feelings of self-determination, 
which then result in reduced intrinsic motivation. In the case of organiza- 
tional structure, as the organization approaches the mechanistic end of the 
structural continuum, a decrease in perceptions of self-determination osten- 
sibly will result, based on the reduction in autonomy, freedom, and the in- 
crease in formal rules and standardized procedures. 

One potential implication of these findings is the possibility that if mech- 
anistic structure undermines intrinsic motivation, this may subsequently and 
inadvertently result in the need for greater controls, formalization, and cen- 
tralization. Hence, a mechanistic organizational structure may bréed the 
need for a more extremely mechanistic system because of the reduction in 
intrinsically motivated behavior. In a sense, one might conclude that the 
findings from this area of research isolate one more determinant of the gen- 
eral phenómenon of bureaucracy breeding greater bureaucracy. 
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Perhaps the most important implication of these findings stems from the 
fact that in voluntary organizations, where extrinsic incentives are more 
scarce, there is a greater dependence on the intrinsically motivated activity 
of the participants (Staw, 1976, 1977). Any factor, such as organizational 
structure, that may potentially undermine this intrinsic motivation must be 
carefully considered. Therefore, in the interest of increasing voluntary ac- 
tivity in the context of a church, it is important that the organization develop 
a more organic as opposed to mechanistic structure, Greater decentraliza- 
tion of authority and decision making, with a decreased emphasis on bu- 
reaucratic formalization and standardized procedures, should positively affect 
intrinsically motivated voluntary activity. 
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The job dandani — to job design has argued and provided ` 
- evidence to support the belief that enriched or complex jobs are associated 
with increased satisfaction, internal work motivation, and other important 
organizational outcomes (Hackman & Oldham, 1975, 1976). But the direct 
relationship between job complexity and work outcomes ‘has been viewed 
as overly sapien and incomplete, and much recent research reflects a search 
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for potential moderators of the job complexity-work' outcomes relation- 
ships (O'Connor, Rudolf, & Peters, 1980). 

Some research has been devoted to investigating the work context as a 
moderator. Consistent with the early work of Herzberg (1966), the belief 
has been that unfavorable aspects of the work setting will distract attention 
from job enrichment efforts and thus result in reduced effectiveness (Old- 
ham, 1976). Thus the work context has been viewed as a necessary factor 
in the success of job redesign efforts based on the assumption that more 
fundamental or basic concerns must be addressed before higher level issues 
become prominent. The way the work context has been operationalized in: 
previous research has been to assess the extent to which employees are sat- 
isfied with what are considered to be relevant aspects of the work setting. 
Oldham (1976) and Abdel-Halim (1978) examined only satisfaction with 
supervision and with co-workers; Oldham, Hackman, and Pearce (1976) 
investigated satisfaction with pay, co-workers, supervision, and security as 
moderators; and Katerberg, Hom, and Hulin (1979) considered satisfaction 
with pay, co-workers, and supervision as contextual aspects. 

By operationalizing the work context moderator as satisfaction with select 
aspects of the work setting, typically as measured by the Job Diagnostic 
Survey (JDS), much of the previous research does not seem to have pro- - 
vided the best test of the moderating influences of the work context. The : 
- job design literature is explicit in its contention that a favorable “climate” 
is a necessary but not sufficient condition for the success of the job design 
interventions (Hackman & Oldham, 1980; Oldham & Hackman, 1980). In 
fact, Oldham (1976) suggested that further research was needed to give a 
better understanding of the potential moderating influences of other aspects 
of the work context such as the organization’s climate. Yet, to date, climate, 
per se, has not been examined as a moderator. One purpose of the present 
study, then, was to examine the potential moderating effects of organiza- 
tional climate on the relationship between job complexity and job satisfac- 
tion. 

A criticism of some of the job design research in the past is that because 
the results are provided relative to overall job complexity there is little un- - 
derstanding concerning which of the specific job characteristics interact with 
the work context factors to influence work outcomes. However, in order 
for job design interventions to be focused and effective, such information 

.. seems critical. The present study addresses this criticism by first testing for 
the moderating effects of organizational climate on the job complexity- 
job satisfaction relationship. If a significant moderating effect is detected, 
the interactions of climate with the five core „job characteristics are ana- 
lyzed separately. 

The second purpose of the present study was to attempt a clarification 
of the form of the interaction between job complexity and work context 
in light of the existing job design literature. Most of the research in this 
area has supported the view that a favorable work context is a necessary 
but not a sufficient condition for job complexity to influence job satisfaction 


/ 


E 
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(Oldham, 1976; Oldham et al., 1976). Thus; the advocates of this model 
would argue that only under conditions of a favorable work context would 


. job complexity be an effective predictor of job. satisfaction. 


An alternative form of the interaction between job complexity and work 
context on job satisfaction was reported recently by Champoux (1981). The 
form of the interaction showed larger regression coefficients at less favorable 
work context levels and small coefficients at favorable levels of the work 
context. Therefore, two competing models exist concerning the way in which 
work context moderates the work content-job satisfaction relationship. One 
model represents the findings reported by Oldham and his associates (Old- 
ham, 1976; Oldham et al., 1976) and thus is labeled the Oldham model. 
The other model reflects the findings reported by Champoux (1981) and 
is identified as the Champoux model. These two models are graphically il- 
lustrated in Figure 1. The third purpose of the present investigation then 
was to provide a test of these two competing models. 


Figure 
Competing Models of Work ap E Interactions 
on Job Satisfaction 


Oldham Model BM .  Champoux Model 





Job Complexity 





Sample. Data were collected from 104 nursing service employees who were . 
employed in a skilled nursing care facility. operated by a county government. 
All measures were collected by questionnaire administered to employees on- 
site during working hours. All employees present at work completed ques- 
tionnaires as part of an organizational assessment. Subsequently, 10 cases 
were eliminated because of incomplete data; thus the sample consisted of 
94 employees. Employees were told that aggregate data would be fed back 
to management and employees as a means of assessing current organiza- 
tional functioning. Survey feedback sessions were conducted approximate- 
ly four to six weeks after the data were collected. The average age of re- 


. Spondents was 32 years with a range of 18 to 67 years. The average time 


888 Academy of Management Journal December 


spent on their present job was about 1 and a half years. All respondents 
were female. 

Measures. Job characteristics were measured with the JDS (Hackman & 
Oldham, 1975). Employees responded to questions designed to assess the 
amount of skill variety, task identity, task significance, autonomy, and feed- 
back in their jobs. The job complexity index or overall measure of work 
content used is the motivating potential score (MPS). The degree of general 
satisfaction with the job was measured using five items from the JDS. 

The JDS job dimension measures and general satisfaction have known 
psychometric properties. Based on research with approximately 7,000 peo- 
ple on nearly 900 jobs in 56 organizations, internal consistency scale reli- 
abilities for the above scales have averaged around .70 (Oldham, Hackman, 
& Stepina, 1978). 

tional climate was assessed with the measure developed by Gavin 
(1975). Because of limited administration time, 54 items were selected from 
the 118-item climate scale. These items were selected a priori to capture cli- 
mate rather than job satisfaction aspects of the work. Because the person's 
perception of the favorability of the work context was of interest, the climate 
measure represents more of an individual difference measure and an index 
of psychological climate rather than an organizational property. AS an ex- 
ploratory effort, no specific hypotheses were advanced concerning the par- 
ticular dimensions of climate that should function as moderators. At this 
stage, employees' subjective evaluations of the overall favorability of the 
organization's working climate was the focus of analysis. Thus, an overall 
climate index was formed from a summation of the 54 items (with appro- 
priate items reverse-scored), so that high scores were indicative of favorable 
organizational climate and low scores reflected unfavorable climate. The 
internal consistency reliability estimate (coefficient alpha) for the organi- 
zational climate scale was .94. 


Results 


Job Complexity, Job Characteristics, and Organizational Climate. Mod- 
erated regression analysis was used to examine the potential moderating ef- 
fects of organizational climate. Such analytic strategies have been discussed 
by Zedeck (1971), and more recently as they apply to job design research 
(Champoux & Peters, 1980). 

The initial data analyses examined the potential moderating effects of 
organizational climate on the job complexity-job satisfaction relationship. 
. A simultaneous concern, if climate moderated this relationship, was the spe- 

cific job characteristics that played a role. Thus, additional moderated re- 
gression analyses would be conducted for each job characteristic-job satis- 
faction relationship as an exploratory effort. 

The results of the moderated regression analysis examining the restricted 
linear model with variables entered individually relative to thé full model 
including the interaction term are presented in Table 1. The results are sup- 
portive of organizational climate as a moderator of the job complexity-job 
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satisfaction relationship. The interaction of job complexity and climate ac- 
counted for nearly 4 percent of the criterion variance in satisfaction over 
the restricted model. 


Table 1 
Moderated Regression Results for Job Complexity and 
Organizational Climate with General Satisfaction 





Moderator General Satisfaction 
Organizational Climates R2 AR2 F (Step) df 
C .095 .095 + 
JC4OC . 231 136 16.08** 1,91 
JC+O0C+ICOC .266 .035 427* 1,90 


ee complexity; OC organizational nas JCOC- job complet x organizational climate 


*p« "0s 
esp « Ol 


The finding of a significant job complexity x organizational climate in- 
teraction on job satisfaction is of interest in itself, but it provides little in- 
formation concerning the role played by each of the five core job charac- 
teristics. Therefore, it was considered necessary to examine the potential mod- 
erating role of climate on the relationships between each of the job charac- 
teristics and job satisfaction. The results of these moderated regression anal- 
yses appear in Table 2. In examining the results, it can be seen that climate 


Table 2 | 
Moderated Regression Results for Job Characteristics and 
Organizational Climate with General Satisfaction 





Organizational Climate* R? AR? F (Step) df 
SV 130 .130 13.76** 1,92. 
SV- OC 281 .151 19.14** 1,91 
SV--OC-HSVOC 281 000 .004 1,90 
TI 058 .058 5. 1,92 
TI+ 239 .181 21.64** 1,91 
TI+0C+TIOC 271 038 * 4. 1,90 
TS O00 000 .02 1,92 
TS+OC 235 335 27.93** 1,91 
TS--OC--TSOC 237 ` .002 22 1,90 
103 .103 10.59** 1,92 

.261 158 19.5]** 1,91 
AUT+0C+ADTOC 295 034 4.28* "^ 1,90. 
065 6.34* 1,92 

FBK+0C 224 160 18.78** 1,91 
FBK -OC--FBKOC .243 019 2.24 1,90 


ESI I ME Era ae ee ; FBK = feedback; 
OC x organizational climate; SVOC «skill variety x organizational climate interaction; TIOC «task iden- 
x climate’ climate interaction; 
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served as a moderator for two of the job characteristics-job satisfaction 
relationships. For both task identity and autonomy, the interaction term 
with climate resulted in a significant increment in the proportion of variance 
explained beyond the restricted linear model in which variables were en- 
tered individually. 

Subgroup Correlation and Regression Analyses. In order to examine both 
the form and degree of the job complexity-job satisfaction relationship at 
different levels of organizational climate, subgroup correlations and slopes 
were examined. Such analyses were conducted for each of the relationships 
that identified a significant interaction using the moderated regression anal- 
ysis. These results are presented in Table 3. Subgroups were formed by split- 
ting organizational climate at its median (median--185.50) and creating 
favorable and unfavorable climate groups. 

The relationship between job complexity and job satisfaction as a func- 
tion -of organizational climate suggests that when climate is perceived as 
being unfavorable, job complexity is an effective predictor of job satisfac- 
tion. However, when climate is seen as favorable, job complexity explains 
little variance in job satisfaction. It appears that as climate was perceived 
as unfavorable, employees were more satisfied if they had challenging work 
compared to those with less challenging or complex work. It seems that 
challenging work could compensate for a poor work environment, but it 
had little impact if the climate was favorable. Futhermore, the specific char- 
‘acteristics of the job that explained these results were task identity and 
autonomy. 


Table 3 
m" Correlation and Regression Analysis Results 
| for Significant Moderator Effects* . 


Mod 
Relationship Low Climate High Climate Difference 
Job complexity-job satisfaction . : 
Subgroup d 332** l ~O11 1.68% 
Subgroup slope 094 4,002 3.03***c 
Subgroup mean 4.11 4.92 
Subgroup in 3.32 4.95 
Task identity-job satisfaction 
Subgroup correlation "335994 ~.006 1.77* 
l 475 -004 PA 
intercept A 
Autonomy-job satisfaction : 
d on 4.18*** 4,011 2.15** 
:. - ~ Subgroup slope .554 -,009 2.62%* 
Subgroup mean 4.01 4.66 
intercept 1.89 4.96 


sample size=47, 
"roe ice o e ence ete the broup corio coeficients is caine with 


a Z test applying Fisher's r to z transf 
cThe difference between the subgroup regression coefficients is examined with 


a ttes @f=90 (Arm, 1982). 


*p 2 08 
ssp «..01 
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. Discussion- 


` The present study intended both to‘examine the potential moderating ef- 
fects of organizational climate on the job complexity-job satisfaction rela-: 
_ tionship and to test two competing perspectives concerning the form of the 
work content-work context interaction. The job design literature has been 
clear in suggesting that a favorable climate is necessary for job redesign ef- - 
forts to be successful (Hackman &, Oldham, 1980; Oldham & Hackman, 
1980). To date, however, measures of satisfaction with aspects of the work 
context, and not climate per se, have been used in job design research. The 
present results demonstrate support for the belief that organizational climate — 
moderates the relationship between job complexity and satisfaction. However, 
caution should be exercised in interpreting these results as strong support. 
In light of the exclusive reliance on. self-report measures from one source. 
and the small incremental variance explained by the interaction terms (as 
examined with step F tests), the results of the present study more appropriate- 
ly should be. viewed as.moderate in nature. Studies that employ all self-report 
. data have raised concern among organizational researchers. Critics of the 
., job characteristics model in particular have argued that obtained relation- 
. Ships between job characteristics and. work outcomes are attributable largely 
to common method variance (Roberts & Glick, 1981). However, a recent 
study sought to address this concern of whether many of the relationships 
obtained in job design research were real or artifactual. Jenkins, Glick, and 
Gupta (1983) provided evidence that job characteristics-work outcome rela- 
tionships obtained from.both observation and self-report data were relatively 
independent of method factors. Furthermore, method variance is most prob- 
lematic when examining direct relationships between variables. The examina- 
tion of interaction:effects using moderated regression analysis should not 
be as seriously influenced by the self-report nature of the data. Future re- 
search might examine these notions with chica measured context vari- 
ables to see if the present results are supported. . | 

Another purpose of this study was to test two compaing: models: con- | 
cerning the moderating role of work context in job design research. The 
Oldham model views the work content as the major source of job satisfac- 
tion, whereas a favorable work context serves a$ a necessary but not suffi- 
cient condition. The Champoux model portrays work content and'context 
às substitute or alternative influences on satisfaction. The results of this 
study provide support for the Champoux model. Under conditions of un- 
favorable climate or work context, the slope coefficients were significantly 


larger than they were under conditions. of a favorable context, and the sub- . 


group correlation between job complexity and job satisfaction under low 
climate was significantly different from zero. Thus, job complexity was a 
. source of satisfaction when the work climate was perceived to be unfavorable. 
However, when the climate was favorable, the nature of the job did not predict 
. job satisfaction ERN 
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The issues raised in the present study, though not receiving strong sup- 
port, seem sufficiently compelling to warrant further investigation into the 
way the work context influences the relationship between content and af- 
fective reactions. Any potential implications of these results for job design 
interventions are premature to propose at this point but await more definitive 
clarification of the issues under study. 
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‘In recent years PETE one out of every five anpiosed individuals 
.. Was a part-time employee (Terry, 1981). An extensive body of information 
recently has been accumulated that describes the demographic characteris- . 
tics.of part-time employees. Surveys have indicated that younger workers, 
individuals under age 25, and females are heavily represented in the ranks : 
of part-time workers (Deutermann & Brown, 1978; Owne, 1978). Also, the 
large majority of part-time employees (80 percent) have been voluntary part- 
time workers—they choose to work weeks of less than 35 hours (Owen, 1978). 

In constrast to the well-documented demographic characteristics of part- 
- time employees, little is known about the subjective employment experience 
of part-time workers. In a recent review of the literature, Rotchford and 
Roberts (1982) revealed that the psychological characteristics, attitudes, and 
. behaviors of part-time employees have been relatively ignored. Two studies 
(Gannon & Nothern, 1971; Hom, 1979) examined behavior and attitude dif- 
ferences among different categories of part-time employees, and three ad- 
. ditional investigations compared full-time and part-time employee attitudes : 
. (Hall & Gordon, 1973; Logan, O'Reilly, & Roberts, 1973; Miller & Terborg, 
1979). 

Hall and Gordon (1973) surveyed college-educated women with varying 
work and home roles. Part-time employed women expressed less career sat- 
isfaction and more role conflict and overload than did women employed - 
. full time. The researchers suggest that the difference between part-time and 

. full-time employees was as distinct as that between those who were employed 
and those who were not. Logan et al. (1973), investigating the job satisfac- 
' tion of full-time and part-time female hospital employees, reported no mean - 
differences between part-time and full-time employees on level of satisfac- 
_ tion, but they did find response pattern differences. Job satisfaction tended 
to be:a more homogeneous concept for full-time than for part-time em- 
ployees. Miller and Terborg (1979), surveying employees of a retail merchan- 
. dising organization, reported findings contrary to those of the Logan et al. 


+ (1973) study. Part-time employees were less satisfied with work, benefits, 


and the job in general. These results remained after RUPES ior the d 
fects of. — sex and tenure. | 
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. This scarcity of attitudinal and behavioral data on part-time employees 
is troubling. Werther, in a paper that identified the merits of offering part- 
time.employment opportunities from an organizational viewpoint, stated 
that “practitioners often avoid this resource bécause of widely held mis- 
conceptions. about the availability, reliability, and ability of part-time per- 
sonnel” (1975, p. 13). Werther goes on to suggest that the utilization of 
part-time employees offers organizations a number of possible advantages. 
Included in his list of advantages are increased scheduling flexibility, lower 
labor costs, potential reduction in turnover costs, increased employment sta- 
bility, and aid in meeting affirmative action goals. Additional information 
about the attitudes and behaviors of part-time employees is needed to dispel 
any misconceptions and.to support these suggested organizational advan- 
tages. Also, this additional research may suggest that there should be a dif- 
ference in the management of part-time workers and full-time employees. 

The purpose of the. present study was to continue and extend the study 
of part-time employees by comparing their attitudes toward specific orga- 
nizational characteristics and their feelings of overall job satisfaction with ~ 
those of full-time emplóyees. Rather than measüring satisfaction with general 
job facets, as has been done in previous research, the present study com- 
.pared the attitudes of part-time and full-time employees toward specific or- 
ganizational characteristics by. assessing their perceptions of these charac- 
teristics. Overall job satisfaction also was measured 


Method 


. Questionnaires were distributed by the hospital administration to the 397 
employees,of an 80-bed medical rehabilitation hospital. On completion of 
the questionnaire, subjects were asked to return it to a collection box located 
at the hospital's admissions desk.. The subjects’ responses were confiden- 
tial in that no one associated with the Hospital, had access to individual survey 
responses. > - 

After three weeks, usable questionnaire responses had been returned by 
250 employees (63 percent); 182 subjects reported their employment status 
as being full time, and 68 percent were part-time workers (i.e, worked less 
than 35 hours per week). Chi-square tests of independence indicated that 
the subject's sex, tenure with the hospital, and age were not related to his ` 
or her employment status. Comparisons of those employees who returned 
the survey with those. who did not indicated that the subject sample was 
representative of the hospital population in terms.of employment status (sam- 
ple=27:2 percent part time, population —35.9 percent part time), sex (sam- 
ple=23.6 male, population —23.7 percent male), and years of employment 
at the hospital (sample- 5.4 years, population—5.8 years). ` 

: Dependent Variables. The major portion of the present survey was com- 
prised of the items from the Litwin and Stringer (Form B) (1968) climate 
questionnaire. This questionnaire consists of 50 statements describing various 
aspects of an organization. In this research, certain statements were reworded 
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very slightly to fit the rehabilitation hospital’s overall environment. Accord- 
ing to Litwin and Stringer (1968), the questionnaire includes nine separate 
a priori scales. However, factor analytic investigations of the questionnaire 
‘by Sims and LaFollette (1 975) and Muchinsky (1976) did not result in the 
9-scale factor structure and indicated that a number of the a priori scales 
were unreliable. Based on these previous findings, the researchers decided 
to factor analyze the responses of the present group of subjects. | 

Subject attitudes toward three group processes (Myers, 1979) also were 
determined. Group processes are characteristics of interactions among group 
members. Three items assessed employee attitudes toward the level of trust 
found in the hospital. Employee responses to three items also were used 
to measure employee feelings about the level of cooperation existing in the 
hospital. Finally, two items measured employee feelings concerning the dis- 
_ tribution of power in the hospital. The internal consistency reliabilities (co-. 
' efficient alphas) of the trust, cooperation, and power scales were .59, .51, 
and .56, respectively. Although relatively low, these reliabilities meet Nun- 
nally’s (1978) suggestions that constructs in the early stages of research de- 
velopment may have reliabilities as low as .50 and still be viewed as acceptable. 

Overall job satisfaction was assessed by four items taken from the Survey 
of Organizations (Taylor & Bowers, er The internal Maca of the 
satisfaction scale was .85. 


m 


The matrix of item correlations that resulted from subjects’ responses 

. to the Litwin and Stringer (1968). questionnaire was factor analyzed with 
` communality estimates (squared multiple correlations) entered on the di- 
agonal of the correlation matrix. Three factors were rotated to an orthogo- 
nal varimax criterion of simple structure. Individual factors were identified 
by those items that loaded highly (+.40) on one, and only one, of the fac- 
tors resulting from the rotation. Factor-based scores for each subject were 
obtained by averaging his or her response to the items that composed each 
factor. . 

Table t summarizes the results of the 3-factor solution to the factor analysis 
of the subjects’ responses to the Litwin and Stringer. climate questionnaire 
(1968). The table provides. the names of the three extracted factors, a brief 
description of individuals scoring highly on the factors, and the eigenvalues 
and reliabilities (coefficient alpha) of each factor. Factor 1, participative 
decision making and risk taking, consisted of five items and accounted for - 
6.6 percent of the variance associated with the subjects’ responses to the | 
climate questionnaire. Factor IT, organizational structure, policies and reward 
system, was a large factor. It was comprised of 14 items and accounted for 
11.6 percent of the variance. Finally, interpersonal relations and support, 
. the third factor, included eight items accounting for 9.5 percent of the vari- 
ance. The average correlation (7), calculated using an r-to-z transformation, 
among the factors obtained from the Litwin and Stringer questionnaire and 


E 
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Table 1 
Factors Derived from the Litwin and Stringer 
Organizational Climate Questionnaire 


Factor Name - Description of High Scoring Individuals Eigenvalues | Reliability" 


L Participative decision Perceived the hospital administration as allow- 3.31 54 
making and risk taking participation in decision making and as 


Organizational struc- Perceived the organizational 5.78 -86 
ture, policies, and re- ices to be Sea and impartial end pra 
ward system the reward 
III. Intxpernnal relations Perceived among co-workers to be 4.74 .73 
Midas Bi 
er Er 


factors. 
b estimates are coefficient alphas, 


the other dependent variables was .38, indicating that tħe variables were 
somewhat interdependent. 

Because of the degree of intercorrelation among the attitude variables, 
a multivariate analysis of variance (MANOVA) was used to test for the ef- 
fects of the subjects’ employment status. The MANOVA yielded a signifi- 
cant overall effect for employment status (F=2.16, p <.04). The estimate 
of the magnitude of effect, calculated using Tatsuoka’s formula (Tatsuoka, — 
1971), was .062. The significant MANOVA result was followed by univariate 
analyses of variance, which were used to investigate further the effects of 
employment status (Spector, 1977). 

The results of the univariate iege variance testing for the effects 
of subject employment status are sh in Table 2. This table reports the 
means and standard deviations of the attitudinal variables for both full- 
time and part- time employees, the F value obtained in each one-way ANOVA, 
and the w? estimate of effect size. Employment status had a significant ef- 
fect on four of the seven dependent variables. Part-time employees had more 
favorable attitudes than full-time workers toward the following organiza- 
tional characteristics: organizational structure, policies, and reward system 


Table 2 
Means and Standard Deviations for Climate Factor Scores, 
Group Process Variables, and Job Satisfaction 
for Full-Time and Part-Time Workers 





Full Time Part Time 
X SD SD. F ce? 
ve decision 3.72 .89 3.76 .% 49 . 

Orne nal EPIIT 3.72  .88 He FT pc 046 
Bie Vestal tena REO KUDOO 4.79 84 : i : 

EB E He E iom 029 
Coello 3 * Å a * 
Power 3.66 1.22 4.10 1.08  $5.98* .020 
Satisfaction i 5.22 1.08 5.60 .96 6.55** .022 

*p«.05 
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`- (F—12.92, p<.01); the existing level of trust among organizational members 
(F— 8.38, p<.01); and the distribution of power (F= 5.98, p<.05). Addi- - 
tionally, the part-time workers reported a higher level of overall job satis- 
faction than did full-time employees (F=6.55, p<.01). 

The significant effects remained after the effects of educational level and 
degree of involvement in patient care were partialed out using an analysis 
of covariance procedure. Degree of involvement could be thought of as a 
- substitute for job type. Employees directly involved in patient care tended 
to be professionals (ég., nurses, occupational therapists, physical therapists, 
physicians, psychologists); the majority of those indirectly involved in pa- 
. tient care were nonprofessonals (e.g, maintenance workers, food service 
workers, clerical workers). As mentioned previously, a subjects employment 
status Was unrelated to his or her sex; age, and tenure with the hospital. 


Discussion 


The results of the MANOVA suggested that full-time and part-time em- 
. ployees differed on the dependent variables. Exarnination of the ANOVA 
F tests revealed that the attitudes of part-time workers were different from . 
those of the full-time employees on four of the variables that were studied. 
: Part-time employees had more favorable attitudes toward the organizational 
. Structure, policies, and reward systems; the level of trust among organiza- 

— tion members; and the distribution of power in the hospital than did their 
full-time counterparts. Part-time employees also reported higher levels of 

: overall job satisfaction. No differences were found on employee attitudes 
. toward the amount of participative decision making and.risk taking, the 
nature of the interpersonal relations and support, and the level of coopera- | 
tion in the hospital. 

Several theoretical frameworks could be applied. on an ad hoc basis to 
explain the results of the present study. Logan et al. (1973) suggest that a 
frame of reference notion provides an explanation for the differences they 
found between part-time and full-time employees. According to this view, 
. one's general adaptation level, which affects his/her attitudes, is determined 
‘by his/her past experiences and future expectations. Because of the num- 
ber of jobs available to them and the degree to which they are involved in 
the functioning of the organization's social system, part-time and full-time 
workers may not have the same frame of reference. Part-time workers’ ex- 
pectations concerning what they are likely to find in other part-time work 
likely affect their view of their present jobs. The same is true for full-time 
" employees. Lower initial job expectations by part-time employees (based on 
. previous experience with part-time work) may explain their. more favorable 
attitudes toward specific organizátional characteristics. Future research 
should assess and compare the job expectations of full-time and part-time 
employees. 

An alternative explanation for the part-time employees’ more favorable 

attitudes toward specific organizational characteristics is that, because of . 
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a lack of involvement in organizational functioning, they do not possess 
enough information concerning organizational problems and politics to ex- 
press negative attitudes. Miller and Terborg (1 979) offer the theoretical frame- 
work of partial inclusion (Katz & Kahn, 1978) as a useful mechanism in 
the explanation of employment status differences. The partial inclusion con- 
cept suggests that people are involved in the functioning of social systems 
ona fractionated or partial basis. Part-time employees may be less included 

than full-time emloyees i in the organization’ s social system. This lack of in- 
clusion may result i in lesser amounts of knowledge concerning organiza- 
tional functioning. 

The part-time employees also reported a higher level of overall job satisfac- 
tion than did the full-time employees. This result differs from earlier research: 
Logan et al. (1973) found no significant differences in level of job satisfac- 
tion between full-time and part-time employees, and Miller and Terborg 
(1979) reported a lower level of satisfaction for part-time employees. Miller 
and Terborg (1979) utilized Goodman’s (1977) work on job satisfaction and 
social comparison processes as an explanation for the differences in job 
satisfaction they found between full-time and part-time employees. Accord- - 
ing to Goodman, identical organizational conditions may be responded to 
differently, depending on the particular reference group chosen for com- 
': parison. The reference group used by part-time employees may have been 

other part-time employees, both within and outside the hospital. The full- 
time workers, on the other hand, may have used other full-time employees 
as their reference group. 

This interpretation could explain the results of the present study. Unlike 
part-time employees in many other organizations who receive few, if any, 

benefits as compared to their full-time counterparts (Gable & Hollan, 1982), 
the part-time employees in the present study received benefits comparable 
. to those of the full-time employees. Although they receive reduced health 
insurance benefits and retirement insurance coverage, the part-time workers 
in the present sample do receive Sick pay, paid holidays, and annual leave 
. benefits equivalent to those received by full-time employees. If the part- 
time workers were using other part-time workers, who may not be receiving 
benefits, as their reference group, their heightened satisfaction is understand- 
able. 

The present study has several limitations. First, several of the dependent 
variable scales had only marginal reliabilities.. Any statements based on these 
scales must be made with caution. Secondly, the generalizability of the re- 
sults of the present study is restricted by the nature of the sample. The part- 
time hospital employees received several fringe benefits and occupied posi- 
tions of high responsibility. This is unlike the nature of most part-time 
employment (Owen, 1978). Additionally, all the measures used in the study 
were self-report in nature. This leads to common-method variance, which 
may distort the results of analyses investigating the relationships among the 
variables. Finally, the study did not take into account the life styles of the 
part-time employees. Whether they were moons: taking part-time 
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employment until full-time employment arose, or. r voluntarily working part 
time may affect the attitudes of part-time employees toward their work. 
Finally, though statistically significant effects of employment status were 
' obtained for variables; the estimates of effect size (Ca were relatively small. _ 
The results should be viewed as another data point in the developing knowl- 
, edge about distinctions between full-time and part-time employees. Accu- . 
mulating results indicate that employment status should be considered. in © 


analyses of employee attitudes and behaviors, although no consistent pat- _ 
tern of differences i is yet apparent. . Å 
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|, THE EFFECT OF KEY BEHAVIOR DISTINCTIVENESS 
ON.GENERALIZATION AND RECALL - 
- IN BEHAVIOR MODELING ‘TRAINING 


University of Missouti-St. Louis 


= The effectiveness of behavior modeling training (Goldstein & Sorcher, 
. 1974), which was developed based on the work of Bandura (1971, 1977), 

has‘been demonstrated by several researchers (Kraut, 1976; Latham & Saari, 
-1979). Behavior modeling consists of five components: modeling, retention 
processes, behavioral rehearsal, social reinforcement, and transfer of train-_ 
ing (Decker.& Nathan, in press).. 

Several studies evaluating the-behavior modeling componen (McFall & 
Twentynian, 1973; Stone & "Vance, 1976) have indicated that modeling may 
"be the weakest component of behavior modeling. Decker (1980, 1982) has 
. shown that the efficacy of the modeling component can be enhanced by 

including retention aids (e.g., written descriptions of the key behaviors— 
learning points, instructions to engage in. mental rehearsal, instructions to : 
., rewrite learning points). His research raises the issue of why these retention ` 
aids contribute to behavior change and thus serves as a foundation for fur- 
. ther investigation. of the retention processes. 

. The study of human learning and memory has been addressed by many 
researchers with emphasis on processes such.as encoding (i.e, converting 
information into a code in memory) and retrieval (i.e, searching for and 
` recovering the code from memory). Craik and. Lockhart (1972) suggested 
the idea of “depth of processing” to. describe differences i in the way infor- | 
mation is encoded and subsequently remembered. For. example, if one looks 
up a telephone number and keeps repeating it until it is dialed, processing 
probably would be shallow and Lany interruption could cáuse forgetting. 
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` It appears that beibet an item is deeply processed 1 in inernory may be 
. affected by both the contrastive value of the stimulus item and the mean- 
ingfulness of that item: It is possible to i imagine a situation in which a stim- 
‘ulus item would be distinctive (e.g., an abstract red shape presented with 
several abstract black shapes) but would lack meaningfulness. In such a situa- 
| tion, retrieval of the. distinctive item from inemory. would be difficult. It 
appears important,. therefore, to create distinctiveness in such a. way that 
meaningfulness also is increased or at least not diminished. . P EX 
. According to the depth of processing argument, key behaviors appearing 
in the modeling stimulus must be distinctive and meaningful in order to 
be identified and subsequently remeribered. Distinctiveness could be created 
in several ways: (1) display the behaviors out of context, (2) exaggerate the 
behaviors, (3) repeat the behaviors frequently, and/or (4) include written 
learning points with tlie béhavioral model. However, as Anderson (1978) 


| . has suggested, meaningfulness also must be considered. He argues that at- 


taching verbal labels to images may increase meaningfulness and also. may 
provide access to the mental: representation. This would argue for the use . 
of written learning points in conjunction with the visual modeled perfor- 
mance. Placing the key behaviors out of context, éxaggerating them, and/or 
repeating the key behaviors may detract froin meaningfulness. These strat- 
egies also may lower attention’ to the modelirig film. 
-. - Consequently, these studies were designed to evaluate the effect of key 
behavior distinctiveness on both generalization (Le, can subjects demonstrate 
the key behaviors while‘role playing a similar situation?) and recall (ie., 
. Can subjects remember and write down the learning points?). It was: hypoth- 
ésized that attaching labels will enhance the distinctiveness.of naturally low 


- ? distinctive items. It also was hypothesized that as distinctiveness is increased, 


by closely linking learning points arid key behaviors, generalization will be 
facilitáted. It also was anticipated that recall would be facilitated by seeing 
the leatning points (with or without the model). Subjects who only saw the - 
model were expected to have difficulty identifying es important iso 

thus they would have poor. récall. : 


‘Method and Results 
: 
Overview: A pretest was s conducted to dece which of: two Posible ; 
modeling displays'was-most súitable for:the studies. Study 1 was conducted. 
to determine perceived key behavior distinctiveness. Subjects were asked to: 
_ view the videotape chosen in the pretest, -recall the key behaviors they saw . 
. in the performance, identify: the key behaviors seen in the performance from | 
a longer list, and finally.to rate the key behaviors on distinctiveness. Study 
2. investigated the effect of a behavior distinctiveness on. ‘generalization 
| Pretest. Pretest subjects were 19 Mudo ion an industrial psychology 
. Class. All subjects volunteered for the study and were randomly assigned 
to view one of two videotapes. Two.videotapes involving “assertiveness train- 


of ing" were eee to Seien the following: d Could — view the 
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tapes and identify the key behaviors? (2) Given a list of the learning points, 
could subjects find where they were depicted on the tape? (3) Based on the 
number of subjects who could identify the behavior, how distinctive. Was 
. each behavior? Eight subjects viewed tape 1, and 11 subjects viewed tape 2. 
Tape 1 was eliminated because subjects did not agree on where any of 
the key behaviors occurred. Subjects who viewed tape 2-were in.close agree- 
ment about the location of the key behaviors, and it was deemed an ade- 
quate display. Although subjects who saw tape 2 were able to pick out the 
key behaviors when supplied with the learning points, they: were not able 
to pick all of them out.from just secing the model. Only one key behavior 
(repeat request), hypothesized a-priori to be highly distinctive because it 
was repeated frequently on the videotape, was detected (7. out of 11 sub- 
jects). Of the remaining six key behaviors, only one was: detected when stu- 
dents viewed the tape alone. 

The modeling display (tape 2) consisted ofa woman (ie, the model) : re- 
turning a defective can of paint to a paint store and assertively requesting 
a refund from a clerk. The modeling stimulus included the attentional pro- 
cesses outlined by Bandura (1977): the model was similar to the subjects, 
the display was clear and free of extraneous: distractions, and the model 
was positively reinforced for the modeled performance. In addition, pilot : 
testing demonstrated that the subject pool had low baseline skills i in asser- 
tiveness with no significant race or sex differences. . 

The pretest (and subsequent pilot testing) paved the way for the study 
by demonstrating that key behavior distinctiveness varied. This determina- 
tion of distinctiveness is relative and would not generalize beyond this sample. 
. *Calmly repeat your request over and over" (repeat request) appeared to 

have high distinctiveness; “offer a new way to solve the problem" (new solu- 

tion), “set a time to resolve the problem" (set time), and: "agree that you 
made a mistake if you actually did" (mistake) were moderately distinctive. 
Low in distinctiveness were "agree with any truth i in the person's statement” 
(truth), “don’t answer leading questions" (leading question), and "state your 
feelings" (feelings)... > 
. Study 1. The subjects were 54 students from business school courses. All 
subjects participated as a course requirement; 21 were males and 33 were 
females. Group I subjects (N— 25) saw the videotape without learning points; 
group 2 subjects (N=29)-saw the videotape with interspersed learning points. 
Each group viewed the modeling display and then was asked to perform. 
three tasks in order: recall and write out the rules that they thought were 
underlying the behavior of the model, identify the seven key behaviors from 
a. list of 23 key behavior statements, and rate the distinctiveness of the seven 


actual key behaviors on a 5-point Likert-type scale. For the latter task, dis- 


tirictiveness was defined as “the degree to which one may distinguish some- 
-thing from its surroundings. In other words, how able are you to pick that 
guideline out when watching the videotape?” ^ -` 

The first task resulted in a list of behaviors/rules that the subjects thought 
represented the key behaviors of the modeled performance. Two judges 
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(graduate students) tabulated the seule For group 1 subjects, only repeat 
request (N= 16) and mistake (V=9) were identifiable from the 105 possi- — 
ble key behaviors listed. For group 2 subjects, all 7 key behaviors were listed, 
with 151 entries listed correctly out of 159 total entries. 
In the second task, students were asked to identify the actual key behaviors 

from a list of 23 possible key behaviors. They were not told the actual number 

of key behaviors. The results of this task are shown in Table 1 and suggest 
that the inclusion of interspersed learning points enhanced the distinctive- 
ness of key behaviors. 





Table 1 
Students Cholce c of Key Behaviors from a List of 23 Possible Choices 
(Study 1) 
na "- ^ Session 2 (N29) 
Key Behavior (Modeled Performance Only) _ (ind Modeled Performance) 
New ie rei 9 28 
Set time 16 29 
Truth 20 2: 
Mistake 18 . 29 
Leading question 6 "28 
Feelings 8 19 


In the third task, the students were asked to rate the distinctiveness of 
the seven actual key behaviors. The results of this analysis can be seen in 
Table 2. The results clearly show that interspersing the learning points in 
- the videotape so that they were seen immediately before the respective key 
behavior increased the distinctiveness of new solution, set time, truth, and 
TENE question. 


Table2 >. 
! Means and Standard Deviations of Student Ratings 
of Key Behavior Distinctiveness (Study 2) 


| i Session 2 (N=29) 
Session 1 (N=25) (In 
odeted Points and Mi 
^J Only) Performance) 

Key Behavior Mean* SD Mean SD t-test 
Repeat request 1.12 .33 1.07 26 .613 
New solution 2.92 1.26 2: .1.18 2.62** 
Set time 2.32 1.49 1.52 1.02 2.27* 
Tuth ` 3.00 ..58 2.31 .89 3.42** 
Mistake 2.72 .89 2.34 1.00 1.42** 
Leading question , 4.00 .82 2.31 1.17 -> 6.95*** 
Feelings n 2.72 1.21 2.66 1.26 20 

1| wextremely distinctive, 5»not distinctive. 
*p<.05 
**p<.01 
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It was shown in the pretest that the key behaviors varied in distinctive- 
ness before attaching learning points (natural distinctiveness). Study 1 showed 
that the attachment of learning points increased perceived distinctiveness 
of those key behaviors with low and moderate natural distinctiveness (in- 
duced distinctiveness). Consequently, it would be expected that if. distinc- 
tiveness enhances attention to and retention of modeled events, subjects 
shown only the modeled performance would recall and reproduce natural- 
ly high distinctive key behaviors (e.g., repeat request) better than naturally 
low distinctiveness key behaviors (e.g., leading questions). Subjects who were 
shown the modeled performances with learning points attached would be 
expected also to recall and reproduce the naturally low and moderate distinc- 
tive key behaviors. j 

Study 2. This study employed 52 students from psychology classes (general 
and industrial). All subjects volunteered for the study and were randomly 
assigned to condition; 21 males and 31 females participated. All subjects 
were shown a videotaped display that included the experimental instruc- 
tions and one of four conditions: learning points only, model only, com- 
bined (i.e, learning points and model), and interspersed (i.e, model with 
learning points interspersed). Tape 2 was used. 

Where learning points were seen, they appeared individually on the tape 
for a duration of. approximately 30 seconds. Subjects who saw the learning 
points only condition viewed the complete sequence of seven learning points 
twice with a brief pause between them. Subjects in the model only condi- 
tion saw the modeled performance twice and no learning points. Combined 
subjects saw the model, the sequence of learning points, and the model again. 
Finally, subjects in the interspersed condition saw the model, the sequence 
of learning points, and a version of the model in which each learning point 
was inserted in the display immediately preceding the depiction of the key 
behavior. 

Immediately after the subject saw a taped condition, the experimenter 
handed the subject a card describing a similar situation (i.e, a customer 
was not satisfied with an automobile repair job) and was told that he would 
role play that situation with the experimenter while being videotaped. Two 
experimenters (each ran half of the subjects), who were blind to the research 
hypotheses, conducted the experiment. The experimenter used a script while 
acting as an automobile service department attendant, and the subject acted 
out the part of a dissatisfied customer. The role play sequence was video- 
taped and later scored (generalization score) by two trained raters (i.e, eight 
_ hours instruction on rating process and this particular task) who were blind 

to hypotheses and condition. The raters used a checklist to score whether 
a behavior had occurred. After role play, the subjects were given a ques- 
tionnaire asking them to write down the key behaviors they could remember 
(i.e, the immediate recall task). The model only subjects were instructed 
to recall any important behaviors they had seen on the tape. Two additional 
trained raters (also blind to hypothesis and condition) scored the recall task 
(ie, how many correct key behaviors were remembered regardless of order). 


— Mann and Decker 
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Generalization and recall scores (Tables 3 and 4) were calculated by tak- 
ing the mean of two raters’ scores-on each dimension. An overall score for 
both generalization and recall was calculated by summing the means of the 
dimensions. Interrater agreement was assessed by correlating the two raters’ 
scores on each dimension. Interrater agreement on the generalization dimen- 
sions ranged from .94 to .99; recall dimensions ranged from .66 to 1. Inter- 
rater reliability of the summed dimension scores was .77 for generalization 
and .90 for recall. The means and standard deviations of the dependent 
variables are presented in Table 3. 

To examine the generalization measure, a multivariate analysis of variance 
with a priori contrasts between conditions was performed. A summary of 
the univariate results of this analysis is reported in Table 5. A multivariate 
test of significance using Wilks’ lambda criterion was significant; F=5.15 
(21,121), p<.0001. The analysis revealed that seeing the learning points 
and a form of the model (i.e, model or interspersed model) significantly 
facilitated generalization for the dimensions (i.e, truth, mistake, new solu- 
tion, leading question) shown to have moderate to low natural distinctiveness. 
For one of the least distinctive dimensions, feelings, scores for interspersed 
subjects were significantly greater than for the control subjects, model only. 
- Some of the dimensions with moderate distinctiveness (i.e., new solutions, 
set time) were significantly facilitated by all conditions that included the 
model as opposed to the learning points only condition. The dimension with 
highest distinctiveness (i.e., repeat request) was less affected by condition; 
however, generalization scores still were significantly greater for subjects who 
saw a form of the learning points and model than for those who saw the 
learning points only; There were no significant differences between com- 

bined scores and interspersed scores except for the dimension mistake. 
^ To examine the recall measure, a one-way multivariate analysis of variance 
with a priori contrasts between conditions was performed. A summary of 
the univariate results is reported in Table 6. A multivariate test of significance 
using Wilks’ lambda criterion was significant; F— 3.88 (21,121), p< .0001. 
The analysis revealed that seeing the learning points alone or with a model 
. significantly facilitated immediate recall, and subjects who saw the model 

only condition demonstrated poor recall. 


Discussion © 


The results óf this study indicate that increasing key behavior distinc- 
tiveness by the inclusion of written learning points on the visual model en- 
hances generalization, especially with low distinctiveness key behaviors. The 
pretest showed thàt subjects were unable to identify key behaviors (except 
repeat request) from simply seeing the model. However, subjects could iden- 
tify key behaviors with learning points attached. This study: demonstrated 
further that subjects who saw both the learning points and a form of the 
model.had significantly higher generalization scores on low distinctiveness 
dimensions (e.g., leading question) than those who saw the model only. 


1984 . Mann and Decker 907 


Table 5 | 
Results of Multivariate Analysis of Variance for Generalization, 
Including a Priori Contrasts (Study 2) ps 











Repeat Request Truth Mistake 

Source of Variation df MS F af MS F af MS F 
Total 5]  — — 51 — — 581 — — 
Condition 3 .68 2.65 3 10.22 22.62*** 3 521 13.43*** 

point vs. 

m I 96 3.73 1 3.47  7.68** 1 .35 .89 
learning point vs. others 1 1.96 7.61** 1 20.46 4528*** 1 6.36 16.40** 
Learning points vs. com- s 

bined and 1 2.00 7.76** 1 28.32 62.67*** 1 10.41 26.85*** 
Model vs. combined ] .09 .34 1 8.65 19.15*** ] 924 23.83*** 
Model i 1 .04 15. 1 6.50 14.38*** 1 1.83 4.86" 
Model vs. combined and 

1 .08 .31 1 10.05 2224*** 1 6.49 16.74*** 
Combined vs, inter- l 

spersed .009  .04 1 .15 .34 1 2.7 7.17" 

Error 48 6 — 48 21.60 -— 48 33 . — 
Leading Question Feelings New Solution 

Source of Variation df MS F af MS F d MS F 
Total 51] mm — 51 — — šI — —- 07 
Condition 3 3.62 10.13***: 3 1.13 3.67% 3 3.56 9.23*** 

point vs 

mo 1 .35 .97 1 24 .78 1 3.2 8.08** 
Learning point vs. others 1 5.21 14.57** 1 1.75 5.66* 1 9.01 23.39*** 

points vs, com- 

bined and interspersed 1 8.33 23.33*** 1 2.5]  8.15** 1 10.41 27.02*** 
Model vs. combined 1 2.16 6.05* ] 24 .78 1 1.63 422* 
Model vs. interspersed 1 5.54 15.50*** 1 1.63  5.27* 1 62° 1.60 
Model vs. combined and 

I 1 4.87 13.64*** 1 1.04 3.37 1 1.41 3.67 
Combined vs. inter- 

spersed 1 .79 218 i 61. 1.99 1 24  .62 
Error 48 .46 — 48 .31 — 48 -39 — 

Set Time . Overall 

Source of Variation df MS F . df MS F 

Total 51  — — SI — — 
Condition 3 $5.96 1423*** 3 16576 37.37*** 
Learning point vs. i l 

model 1 8.09 19.33*** (1 86.16 18.75*** 
Learning point vs. others 1 17.00 40.65*** 1 367.69 82.91*** 
Learning points vs. com- 

bined and intei 17.55 41.96*** 1 472.55 107.68*** 
Model vs. combined I TT 1.86 1 108.00  24.36*** 
Model vs. interspersed 1 AT 1.13 1 84.96  19.16*** 
Model vs. combined and 

in 1 #82 1.96 1 12821 28.91*** 
RT INE 04 -.09 i 138 
Error S2. — 48 212.48 — 

*p«.05 
»*p«..01 
#40 < .001 


Interspersed scores were greater than combined scores on one moderately 
distinctive key behavior suggesting that the interspersed condition may have 
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Table 6 
Results of Multivariate Analysis of Variance for Recall, 
' Including a a Priori Contrasts (Study 2) 














Source of Variation df MS F d MS. F dí MS F 
Total Si — — C 51 — — 5]  — — 
Condition .. . 3 1.39 18.65*** 3. 1.40: 8.68*** 3 127 7.07** 
Model vs. others 1 3.54. 47.51*** =f 3.69 22.93*** 1 36 20.57*** 
Learning points vs. com- — 
bined and interspersed 1 1S = 2.11 1 .06 18 1 ^..11 64 
points vs. i 
m . |: 1 3.12 41.81°** |] 2.78 17.25*** 1 3.12 17.36*** 
Error 48° 3.58 — 48 16 — 48 148 — 
Leading Question Feelings New Solution 
Source af Variation df MS F af MSs F af MS F 
Total $1 — — 51 — — 51 — — 
Condition 3 1.5 7.40** 3 54  4.00* 3 .])9  4.06* 
Model vs. others ] 3.39 18.56*** | 64  4.76* 1 2.19 11.31** 
Learning points vs. com- > R. à : . 
, bined and interspersed — 1 62 3.44 ` 1 . 2 6.10* sd 01 .07 
e vo . F A gis 
1 3.85 21.05*** 1 1.38  10.29** i 1.63. 8.38** 
Error 48° 18 — 48 130 — 48 I — 
: Set Time -.— Overall 
Source af Variation af MS F dí MS F 
Total. 51. — — ' $8 — — 
i 3 125 6.96%* 3 46.98. 16,64*** 
Model vs. others 1 2.96 16.51*** 1 133.85 47.41*** 
points vs. com- 
bined and interspersed 1 03  .021 1 009  .00 
points vs. E 
1 1.88 10.50** 1 120.60 42.73*** 
Error 48 18 — £48 135.550 — 
*p «..05 l 
**p« .01 
980 < .001 


slightly facilitated identification of the low to modani distinctive behaviors. 
Finally, subjects who saw only the learning points had significantly poorer 
generalization scores on all dimensions than those who saw a form of the 
model. This demonstrated, as did Latham and Saari (1979), that giving sub- 
jects the learning points alone is insufficient to elicit the desired behavior. 

The recall measure showed that subjects who saw only learning points 
had recall scores equivalent to those seeing learning points and a form of 
the model, However, based on their generalization scores, learning points 
only subjects. apparently were unable to transfer the verbal labels into 
behavior. Subjects who saw only the model had recall scores significantly. . 
inferior to all other conditions. In addition, à close examination of their 
recall responses indicated that.6 of the 13 subjects reversed one or more 
of the key behaviors (e.g. . “never admit a mistake" instead of "agree that 
you made a mistake if you actually did"), even ene in some cases, they 
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correctly generalized the dimension. Subjects in other conditions never re- 
versed a key behavior on the recall task. Therefore, it would seem unlikely 
that behavior change on the job would occur when the important behaviors 
either were not identified or were incorrectly identified. 

The authors hypothesized that the interspersed condition would be 
superior to the combined condition because it was anticipated that both 
contrast and meaningfulness would increase as learning points and behaviors 
- became more closely linked. However, except for leading question and feel- 
ings, the means for combined were higher than for the interspersed condi- 
tion. Unfortunately, interpretability was negatively influenced because both 
groups saw the learning points prior to seeing the model a second time. Had 
the interspersed subjects seen only the interspersed model, clearer differences 
might have been apparent. In addition, interspersing the learning points 
on the second model may actually have served as interference, causing sub- 
jects to have difficulty attending to that form of the model. The two most 
complex behaviors (i.e., leading question, feelings) were facilitated, at least 
marginally, by the interspersed condition. Perhaps it would be useful to in- 
vestigate another means of linking learning points and behaviors, such as 
the use of superimposed captions (i.e, learning points appear as captions 
during the depiction of each key behavior). 

Both Decker (1980) and cognitive researchers (Jaccoby & Craik, 1979; 
Klein & Saltz, 1976) allude to the processing of the stimulus in such a way 
that it becomes a distinctive entity in memory. Obviously, what actually hap- 
pens in memory is unclear (e.g., do humans create verbal codes, image codes, 
or both?), but a distinctive and meaningful stimulus should make process- 
ing easier to accomplish no matter what the final form and, thus, easier 
to retrieve from memory. This easy retrieval should increase the possiblity 
of behavior change. Consequently, in creating a behavior modeling display, 
attaching learning points closely to the key behavior performance (especially 
for key behaviors that are not “naturally” distinctive) should enhance recall 
and the learning of new behaviors. 
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DOES JOB SATISFACTION LEAD TO 
CONSIDERATION AND PERSONAL SENSITIVITY?! 


STEPHAN J. MOTOWIDLO 
Pennsylvania State University 


There is widespread skepticism over the possibility that job satisfaction 
might have. important causal effects on job performance, and for good 
reason. Vroom (1964) concluded from a review of the literature that the me- 
dian correlation between satisfaction and performance was only..14. Lawler 
and Porter (1967) argued compellingly that the causal arrow actually runs 
in the other direction—when rewards are linked to performance, high per- 
formers become more satisfied because they are rewarded at higher levels. 
Consequently, although the idea may have intuitive and popular appeal, 
there is little empirical or theoretical basis for believing that people per- 
form more effectively or produce at higher levels because they are more sat- 
isfied. 

Satisfaction nevertheless might have causal effects on other kinds of job- 
related behavior. There. is a great deal of evidence, for instance, that it is 
importantly implicated in the withdrawal process. Several reviews document 
the long tradition of research on job dissatisfaction as a predictor of turn- 
over (Mobley, eon Hand, & Meglino, 1979; Porter & Steers, 1973; Price, 
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1977), and they provide ample evidence that people who report feelings of 
dissatisfaction are indeed more likely to quit. 

Recent research developments point to still other behavioral patterns that 
could be influenced by job satisfaction. Several studies have found that people 
who experience positive affect because something happened to put them 
in a good mood are more altruistic and more likely to help and to be con- 
siderate to others (Aderman, 1972; Cunningham, Steinberg, & Grev, 1980; 
Isen, Clark, & Schwartz, 1976; Isen & Levin, 1972; Rosenhan, Salovey, & 
Hargis, 1981). Although mood is conceptually and operationally different 
from job satisfaction, the two constructs are still intimately related. People 
who find their work situations satisfying should generally be in more positive 
moods than people who do not. Accordingly, the affective response implicit 
in job satisfaction would have causal effects on behaviors at work related 
to altruism, helping, and consideration. ` 

Building partly from this logic, Smith, Organ, and Near (1983) reported 
a correlation of .31 (p « .01) between job satisfaction and supervisory ratings 
of altruism, which included items such as “helps others who have been ab- 
sent," “volunteers for things that are not required," and “helps others who 
have heavy work loads." Similarly, Bateman and Organ reported a correla- 
tion of .41 (p < .01) between overall job satisfaction and supervisory ratings 
of “citizenship behavior,” which “tapped a variety of behaviors such as com- 
pliance, altruism, dependability, housecleaning, complaints, waste, coopera- 
tion, criticism of and arguing with others, and punctuality" (1983, p. 589). 
These studies show that people. who report high levels of job satisfaction 
are more likely to behave in ways that are important for tlie organization . 
even though their actions might not necessarily contribute directly to higher 
levels of their own job performance or productivity. 

The purpose of this study is to extend these findings by exploring rela- 
tionships between job satisfaction and other behavioral patterns related to. 
altruism and consideration at the workplace. 


Method 


This study was conducted in a large utility company as part of a broader 
study designed to evaluate the effectiveness of a training program for 

ers. 

Measures. Job satisfaction was measured by a 10-item instrument that 
asked how satisfied people were with aspects of the job such as pay, kind 
of work, supervisor, co-workers, and the company as a whole. Each item 
was rated along a 5-point scale with alternatives from very dissatisfied to 
very satisfied. 

Behavioral patterns were measured by nine graphic rating scales. Each 
ranged from 1 to 9 and was anchored at the high and low ends by a general 
behavioral illustration of high and low levels of the characteristics. The nine 
scales were assertiveness (ability to be forceful and poised with others), aware- 
ness of “sexism” (sensitivity to language or policies that might be demeaning 
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or unfair to women or to men), support for nontraditionals (understand- 
ing, concern, and encouragement for people in jobs that are nontraditional 
for their sex), support for women (concern for helping women contribute 
more importantly to organizational decision making), listening orientation 
(ability and willingness to listen to others), consideration (awareness and 
concern for the needs and feelings of others), self-control (tact, emotional 
control, and acceptance of criticism), self-disclosure (being open and can- 
did about own feelings, emotions, and personal concerns), and self- 
acceptance (awareness and acceptance of own feelings, needs, and actions). 
The nine scales were factored with rotation to the varimax criterion. This 
procedure yielded three factors with eigenvalues larger than 1. One factor 
included awareness of sexism, support for nontraditionals, and support for 
women. These three ratings were summed to form one score labeled anti- 
sexism. A second factor included listening orientation, consideration, and 
self-coritrol. They were combined to form a score labeled consideration. Self- 
acceptance and self-disclosure loaded on the third factor and were com- 
bined to form self-acceptance. Loadings for assertiveness were split evenly 
across the three factors, so assertiveness was left to stand alone as a fourth 
rating score. 
. Sample and Procedure. The sample of participants included 79 managers 
who took part in the training program mentioned earlier and 77 others who 
had not yet taken part in it. There were 86 women and 70 men in this sam- 
ple. (Gender was not correlated significantly with any of the variables in 
this report.) They completed a self-report questionnaire containing the job 
satisfaction measure on company time and company premises with a member 
of the research team present to administer materials and answer questions. 
They were asked to identify themselves on the questionnaire so that their 
supervisors could be contacted later for information that would be correlated 
with their questionnaire responses. Only a few chose not to identify them- 
selves. Rating forms were then mailed to their supervisors. Largely because 
some supervisors did not return completed materials, ratings became avail- 
able for 134 persons. The supervisory ratings were completed about one 
to three weeks after the self-report questionnaires were completed. Because 
. of missing data, complete information on both job satisfaction and super- 
visory rating score was available for samples varying in size from 122 (for 
anti-sexism) to 132 (for assertiveness). 


Results 


Table 1 shows means, standard deviations, and reliability estimates for 
all variables. Three months after the training program 52 persons completed 
the self-report questionnaire a second time. As shown in Table 1, the test- 
retest reliability of the job satisfaction measure is estimated at .79. Its in- 
ternal consistency esitmate is .77. Supervisors rated 38 persons a second 
time. Test-retest estimates for the supervisory rating scores range from .41 
to .79. Their internal consistency estimates range from .51 to .76. 
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Table 1 
Correlations, Means, Standard Deviations, and Reliability E Estimates - 








1 2 3 4 5 

1. Satisfaction — 
: -acceptance -07 .42* — 
4. Anti-sexism .01 .37* 36* — 
5 ,,7* .30* .31* .35* — 
Mean 37.9 6.8 12.4 ` 20.3 20.3 
SD 54: 1.7 2.6 3.2 3.8 
Internal consistency 77 — 51 .70 76 
"Eest-retest* 79 66 79 4i 58 
*Test-retest 


et cee renege penny UNS 
of missing data). 
“P< .01 (two tailed) 


Table 1 also presents zero-order correlations among all variables. Corre- 
lations between job satisfaction and supervisory ratings of assertiveness, 
self-acceptance, and anti-sexism hover around zero. However, job satisfac- 
tion is significantly correlated with supervisory ratings of consideration 
| .(7=.27, p<.01). 

. The training program did not is a significant effect on any of the super- 
visory rating measures. Its effect on the satisfaction measure approached 
significance (r=.16, p= .054). To control for the possible effects of the train- 
ing program and patterns of association between the supervisory rating 
scores, a series of partial correlations between job satisfaction and each rating 
score was computed, partialling out the effects of the training program and 
all other rating scores. Job satisfaction was still uncorrelated with asser- 
tiveness, self-acceptance, and anti-sexism and was still significantly correlated 
with consideration (partial r= .25, p< 01) when training and the other rating 
scores were held constant. 

Further analyses were conducted to deteeniine whether correlations with 
supervisory ratings might vary for different aspects of satisfaction included 
in the overall measure. The 10 satisfaction items were factored with rota- 
.. tion to the varimax criterion. Three factors emerged with eigenvalues larger 
than 1. Factor 1 included satisfaction with opportunities for promotion, 
career progress to date, opportunities for training and development, and 
amount of pay. Factor 2 included satisfaction with supervision, kind of work, 
co-workers, and the company as a place to work. Factor 3 included satisfac- 
tion with the benefits program and policies related to Equal Employment 
^ Opportunity (EEO). Three separate satisfaction scores were computed ac- 
cording to items that loaded on the three factors (items were unit weighted 
for each score) and were correlated with the rating scores. As shown in Table 
2, none of the more specific satisfaction scores was significantly correlated 
with. supervisory ratings of assertiveness, self-acceptance, or anti-sexism. 
In fact, of the nine correlations in this set, seven were negative. However, 
the consideration rating score was significantly correlated with satisfaction 
scores derived from the first two factors. Its correlation with the third 


914 Academy of Management Journal December 


| Table 2 | 
Correlations Between Supervisory Ratings an 
Satisfaction Scores Derived from a Factor Analysis 








Satisfaction = _______Supervisory Ratings, o 
Assertiveness Sel/-acceptance Ánti-sexism Consideration 
Factor 1 -.00 -,06 -02 26** 
Factor 2 .11 04 ~O1 17* 
Factor 3 ~.00 ~.06 15 14 





satisfaction score (benefits and EEO policies) was positive but not signifi- 
cant at p « .05. These results provide no basis for concluding that relation- 
ships between supervisory ratings and satisfaction vary importantly across 
different aspects of satisfaction in the overall measure. 


Discussion 


Feelings of satisfaction are associated with patterns of behavior at work 
that reflect interpersonal sensitivity and kindness—behaviors such as listening 
to others, showing awareness and concern for the needs and feelings of others, 
tact, emotional control, and acceptance of criticism. Satisfaction is not related 
to other behaviors such as assertiveness, anti-sexism, and self-acceptance, 
which do not reflect altruism and consideration so explicitly. These results . 
are consistent with the idea that people with positive affective states at 
work—that is, people who are satisfied with their jobs—express their good 
feelings by behaving considerately and sensitively with others. 

There is, of course, the possibility of another causal direction. Perhaps 
consideration leads to feelings of satisfaction. One way to examine this is 
with cross-lagged correlation analysis (Bateman & Organ, 1983). Unfortu- 
nately, complete data are available for only 23 persons on both the self- 
report and supervisory measures at both times—-before and after the train- 
ing program. The small size of this sample precludes an interpretable cross- 
lagged correlation analysis. | 

Although it cannot be ruled out, the possibility that consideration caused 
satisfaction in this study becomes less likely in the context of insignificant 
correlations between satisfaction and other behaviors that presumably are 
valued by the organization. If considerate people become more satisfied 
with their jobs because the organization gives rewards to people who behave 
in organizationally useful ways, the organization also should be rewarding 
people who behave assertively, because assertiveness also should be regarded 
as an important characteristic, at least among managers. But data reported 
here show no relationship between job satisfaction and assertiveness. Con- 
sequently, it becomes more difficult to argue that the observed relationship 
between satisfaction and consideration merely shows the effects of organi- 
zational practices that reward consideration more than inconsideration. 
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Results reported here, together with results reported by Smith et al. (1983), 
Bateman and Organ (1983), Aderman (1972), Cunningham et al. (1980), 
Isen et al. (1976), Isen and Levin (1972), and Rosenhan et al. (1981) 
strengthen the view that people express positive affect and job satisfaction 
by behaving more considerately and sensitively toward others. Interpersonal 
sensitivity and consideration are likely .to be especially important in jobs 
in which success hinges on being able to provide personal services and satisfy 
others through personal contact. It should be important in many kinds of 
management jobs, for instance, and in service jobs such as health care, 
teaching, and direct sales. Consequently, job satisfaction might be a more 
important determinant of effectiveness in jobs such as those than in jobs 
in which personal sensitivity and consideration are not necessary for success. 
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| Last Names, Initials. Year. Title of book. (Book titles are underlined and 
typed in lower case letters except for the first word and the first word after 
a colon.) City Where Published, State or Country (only if necessary to iden- 
tify the city): Name of Publisher. Examples: 


Boulding, K. E. 1956. The image. Ann Arbor: University of Michigan Press. 

Kahn, R. L., & BouldIng, E (Eds:) 1964. Power and conflict in organizations. 
Glencoe, Ill: Free Press. | 

Katz, D, & Kahn, R. L. 1978. The social psychology of organizations (2nd ed.). 
'New York: Wiley. 

US. Department of Labor Statistics. 1976-1983. Employment and eamings. 
Washington, DG.: US. Govemment Printing Office. | 


Periodical entries follow this form: Author's Last Name, Initials. Year. 
Title of article or paper (in lower case letters except for the first word and 
the first word after a colon). Name of Periodical, volume number (issue 
number): page numbers. Examples: 
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Fry, L W, & Slocum, J..W, Jr. 1984. Technology, structure, and workgroup effec- 

tiveness: A test of a contingency model. Academy of Management Joumal, 
27: 221-246. 

Goggin, W.C. 1974. How the multi-dimensional structure works at Dow.Com- 
Ing. Harvard Business Review, 55 (1): 5465. 


The i issue number should only be included if the periodical pages are not 
numbered consecutively throughout the volume; i ie, if each issue begins 
with page 1. 

If a periodical article has no author, the name of the periodical should 
be treated like a corporate author, both i in the citation and in the references. 
For example: 


There is fear that Social Security rates may rise (Wall Street Journal, 4954 


Wall Street Journal. 1984. Inflation rate may cause Social SEGUE! Increase. 
Re alla 24: 14. 


" Chapters i in books follow this form: Author's Last Names Initials, Year. 
Title of article (in lower case except for the first word and the first word 
after a colon). In Editors’ Initials and Last Names (Eds.), Title of book: 
page numbers. City Where Published, State or Country (only if necessary 

to identify the ay) Name of Publisher. Examples: - | | 


Berg, N. A. 1973. Corporate role In diversified companies. In B. Taylor & N. 
MacMillan (Eds.), Business policy: Jbaching and research: 298-347. New York: 

_ Wiley. | 

Roberts, F. S. 1976. Strategy for the energy crisis: The case of commuter trans- 

portation policy. In R. Axelrod (Ed.), Structure of decision: 142179. Prince- 

ion N.J.: Poeem University Press. . 


| Unpublished papers, dissertations, and presented papers should be listed 
in the references using the following forms: 


| Marquis, D. G., & Straight, D. L. 1965. Grdanbational factors In project perfor- 
. - mance. Working paper Na. 1331, Sloan School of Management, Massachu- 


setts: Institute of Technology, Cambridge.  . 
. Davis, M. H. 1980. A multidimensional approach to individual differences in 
empathy. Unpublished doctoral dissertation, University of Texas, Austin. 


Near, J. P. 1983. Work and nonwork correlates of the career plateau. Paper 
_Piecented at the Acadamy of cgo rs m August. 





Appendices - 


Lengthy but essential — HM details, sud as explanations of long 
. lists of measurements, should be presented in one or more appendices at 
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the end of the article. This material should be presented in as condensed 

a form as possible; full sentences are not necessary. No tables should be 
included in the appendices. A single appendix should be titled Appendix 
in all caps. If more than one appendix is needed, they should be titled and 
ordered alphabetically: Appendix A, Appendix B, etc. 


Biographical Sketches 


At the time an article is accepted for publication, a brief biographical 
sketch of 50 words or less should be submitted for each author. It should 
include where highest degree was earned, present position, affiliation, and 
current research interests. For example: 


Andrea Barber eamed her Ph.D. degree at the University of Wisconsin; she 
is Associate Professor of Management and Director of the Management im- 
provement Center at Famous University, Oxbridge, Ohlo. Her current research 
Interests Include dual-career families and soctotecnnicl systems In organl- 


. zations. 


' "RESEARCH NOTES 


_ Research notes contain brief descriptions of original research. To be con- 
sidered for the Research Notes section, manuscripts should not exceed ten 
double-spaced typewritten pages in length. Descriptive surveys, replications, 
methodological demonstrations or analyses, studies that make incremental 
advances to established areas of inquiry, and commentaries with new em- 
pirical content are especially appropriate. ' 
Manuscripts intended for the Research Notes section should be prepared 
according to the above instructions for articles, except that an abstract is 
not needed. 
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NATIONAL ACADEMY 


Academy of Management 45th Annual Meeting 
| August. 11-14, 1985 | 


Town and Country Hotel 
. San Diego, California 


. For further Information contact: 


| Richard M. Steers - . 
Vice President-Program Chalr 
Graduate School! of Management : 
University of Oregon 
Eugene, Oregon 97403 

. (503) 688-3318 


MEMBERSHIP i 
Membership applications may be obtained by contacting: 


ES Joseph P. Yaney 
. Director of Membership 
Texas Tech University 
Lubbock, TX 79413 


| PROCEEDINGS 


:  Coples of the Proceedings of the Academy National Con- 
ventions may be ordered from: 


` Waiter B. Newsom 
Business Manager 
20 Academy of Management Publications . 
Mississippi State University 
PO. Box KZ ` mE 
Mississippi State, Mississipp! 39762 . 
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CALL FOR PAPERS 
45TH ANNUAL NATIONAL MEETING, AUGUST 11-14, 1985 
TOWN & COUNTRY HOTEL—SAN DIEQO — 


Richard M. Steers 

Vice-President and Program Chalr 
Graduate School of Management 
oe of era 


(BO) Cea R 97 


You are Invited to submit an original pA er or sym oslum to one of the Professional 
Division or Interest Group Program Chalrpersone listed in this call. 


SUBMISSION RULES 


In order to be considered, your submission must follow these rules: 
s double s with normal margins and a separate reference e at the back. 
ames, complete addresses, affillatlona, and telephone numbers of all authors must 
a eg? gn e title page. The division/interest group should be listed at the bottom 
8 title e. ,; 

c)As te abstract page on each paper or symposlum should report the title and 

an abeiráot of no longer than 50 words. 

(d) Papers must be no more than 15 pages of text ix no more than 20 pages total in- 
cluding abatract, text, exhibits, Ta panone and references. This limit ‘al be strictly 
enforced. Those accepted for publication In the Proceedings must be a bie 
imum of uon pages /noluding references and exhibite; hence, some papers may have 
to be cut prior to publication. 

e Sym ae s must comply with (a) through (c) above and also must have 

ew statement, as well as a 3-5 page statement from each participant. 

(f) Four copies of the paper or posiurn and two additional copies of the abstract 

escribed In (b) and (c) must be submitted. 
) Papers, 8, etc., should be sent directly to one of the Division or intereet Group 
ram rpersons listed in this call. Papers should be submitted to a sing/e hak 
person. If the content Is Judged more sultable for another division or Interest group, 
the paper will be ed to the appropriate chalrperson and the authors notified. 
- (h) in the special case of a joint symposium proposal (a symposium to be sponsored 
by two divisions or Interest oups the items Ilsted In (f) above should be sent to 
both of the relevant Professional Division or interest Group Program Chalrpersons 
with a cover letter opt of all su the submission as a Joint k^ o proposal. 

() The cil bs coos ved for dorsa otra e EE Is January 10 No papers or sym- 


TO INSURE EQUITABLE lad pac LIMITATIONS AND SUBMISSIONS DEAD- 
LINES WILL BE STRICTLY ENFORCED. 


SUBMISSION EVALUATION 


Submissions wlii be judged by ram Committees on the basis. of: n be preeont “ 
Is the policy of the Academy that only original papers and symposia can 
(b) overall quality; and (c) interest to Academy members. 


PROGRAM PARTICIPATION 


All recent the participants must register for ee conference. Participants must personally 
thelr papers; there can be no no-shows. The Academy does not. pay travel to 
or D from the meeting for program participants, or any other expenses. 


PROCEEDINGS : 


The Proceedings will be published by photo-offset process, with cam copy pre- 
pared by the authors. Specifications regarding style will be supplied later to authors 
whose ers are selected for publication. Only a select group of papers, as Judged 
by the Program Committees, will be published in full In the Proceedings. All other papers 
selected for presentation will be dera pex by a 60-word. abstract. John A. Pearce I! 
and Richard dris Se ge of Business Administration, University of South 
Carolina, Columbia, SC (803 777-5080 5080/5961. 
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SPECIAL INSTRUCTIONS FOR PROFESSIONAL DIVISIONS 
AND INTEREST GROUPS 


BUSINESS POLICY AND PLANNING f 
The division Invites submission of papers and symposia covering empirical re- 
search, concept and theory development, and teaching concerns on ail aspects 
of business policy and planning. An award will be.given for the best competitive 
paper. The submission of doctoral dissertations to be considered for two cash 
awards is also encouraged. Donald C. Hambrick, 711 Uris Hall, Columbia Univer- 
-Sity, New York, NY 1 . (212) 280-4421. E l 
B _ ^ , CAREERS 
Wb invite papers, symposia, paneis.and workshops on theory, research and prac- 
tice In the career development and management fleid. Topics are aolicited at Indl-. 
vidual, organizational, or societal levels of analysis. We also encourage submis- 
sions which attend to the relationships between these separate levels of analysis 
and which connect the study of careers to other ee of management activity. 
Topics may include, but are not limited to, tests of theoretical frameworks, evalua- 
tions of field Interventions, and integration of career theories. James D. Portwood, 
Department of Human Resource. Administration, School of Business Administra- 
` tlon, Temple University, Philadelphia, PA 19122. (215) 787-6905. 


HEALTH CARE ADMINISTRATION 


The division invites papers and sympoela on health care related issues. Manuscripts 
and symposia examining health care constructs and/or samples of an Individual, 
organizational, policy, etc. nature are welcome. Data and rion-data based papers 
are appropriate. An award of $250 will be given for the M papa ] 
Hernandez, Health Services Administration, University of Alabama in Birmingham, 
Sth Floor, Webb Bidg., Birmingham, AL 35294. (205) 934-5661. | 


- INTERNATIONAL MANAGEMENT AC 


' , The division Invites papers, symposla, and panel proposals related to the broad 
-~ areas of international and comparative management. Topics might include, but 
are not limited to, the international dimensions of strategic planning, organiza- 

- tional behavior, organization and management theory, human resource manage- 
ment labor relations, and the role of the multinational corporation. An award will 
be given for the best FAM yl paper. Richard B. Peterson, Graduate School of 
Business Administration, MacKenzie Hall DJ-10, University of Washington, Seattle, 

- WA 98195. (208) 543-7695. "e 


` MANAGEMENT EDUCATION AND DEVELOPMENT 


MED Invites papers and proposals for symposia, works and tutorial sessions 
' (1) demonstrating effective and/or Innovative Instructional methods or technology, . 

and (2) focusing on management education or management development issues 

in organizations. Through the Foundation for Administrative Research, the Divi- 

sion will make available two externally-sponsored awards of $500 each. One award 
-is for the best paper in Management Education and one for the best paper In Man- 

agement Development. Bemard 3, Landrum Box 8152, Department of Manage- 

ment, Georgia Southern College, Statesboro, GA 30460. (812) 681-5216. 


MANAGEMENT HISTORY 


The historical development of management concepts, skills and practices is a broad 
area for SA ds papers, panel discussions and symposia. Papers which focus on 
the role and relevante of Management History In Y management qne 
grams are particularly welcome. Other topics of interest Include the evaluation 

. and assessment of well- and not-so-well-known managers and thelr influence on 
current trends In Improving the performance of the enterprise, and discussions 
of management philosophy. John Breeze, c/o Dean of Commerce, Saint Mary's Unl- . 
versity, Halifax, Nova Scotia, Canada B3H 3C3. (902) 466-7491 or (902) 434-9140. 


930° e R DE ra Journal | ' ' — December | 


|  MANAGERIAL CONSULTATION 


Papers and symposla proposals related to the consulting process are lavited. Eg- 

pecially appropriate are conceptual, research, and applications-based submissions 

highlighting interdiscipiinary approaches and Integrations of theory Into practice. 

Three hundred.dollàrds ($300) will be awarded for the best paper. Craig Lundberg, 

Department of Management and Organization, University of Southern California, 
, Los Angeles, CA 90085. (213) 743-2437. 


ORGANIZATION AND MANAGEMENT THEORY 


The division seéks papers and symposia that contribute to developing theory and 
research in organization and management. Symposia chairs will be asked to review 
., competitive papers for their topics. Emphasis will be on Junior faculty submissions 
.| and empirical in-progress work. Recognition awards wili be given for the best com- 
petitive paper and the best paper based on a dissertation. Eligible papers must 
be Identified as being based on a dissertation. David Whetten, dicor of Com- 
merce, University of Illinois, Urbana, IL 61801. (217) 333-4160. 


ORGANIZATIONAL BEHAVIOR 


The division invites papers and symposia that contribute to the development of 
theory and research In organizational behavior. Submissions that focus on prob- 
lems of current relevance to organizations are strongly encouraged. Two recogni- 
tion awards will be given by the division: one for the best competitive paper (may 
' be coauthored) and one for the best competitive paper based on a dissertation 

(dissertation must not be coauthored and should be clearly identified às a disser- 
. tation at the time of submission). Orlando velie , Department of Management, 

Bowling Green State University, Bowling Green, OH 43403. (419) 372 2946. 


2 ORGANIZATIONAL COMMUNICATION 


Research, conceptual, and theory papers as well as symposia, are Invited. Topics 
may include, but are not limited to: communication policy/strategy, networks, feed- 
back, negotiation, boundary spanning, and information systems. In addition, spe- 
cific applications of communication concepts and theory to real world organiza- 
tional problems are encouraged. The author(s) of the best lg se will receive an 
award in recognition of superior scholarship. Stewart L. Tubbs, Department of Man- 
agement, Bolse State University, 1910 University Drive, Bolse, ID 83725. (208) 
385-1313/1127. 


ORGANIZATIONAL DEVELOPMENT ` 


Papers, symposia, and workshop proposals are Invited on all aspects of ogane 
tion development. Presentations that center on theory, research, and practice rele- 
vant to changing organizational cutlures, organizational development as a route 
to "excellence," and the future of organizational development are encouraged. Syrn- 

- posia that present a variety of perspectives on a common topic, or Innovative in- 
tegrations of theory, research, and practice are welcomed. We are especially In- 

- terested in presentations that connect research.with practice in organizational de- 
velopment. TET seen, 87068 onan? Drive, Seabrook, MD 20706. (202) - 
254-6050. 


PERSONNEL/HUMAN RESOURCES 


Papers and symposia are Invited on all employment topics. Empirical, concaptual, 
and literature reviews of the Impacts of personnel/human resource activities on.; 
Individuals, Jobs, and organizations are appropriate. These include, but are not 
limited to, topics such as human resources planning, performance appraisal, selec- 
‘tion, training and development, motivation, compensation and benefits, and labor 
relations. Doctoral student papers are encouraged. A $200 prize is awarded for 
the best competitive paper. Timothy J. Keaveny, Department of Business Admin- 
istration, University of Wyoming, Laramie, WY 82081. (307) 706-4244/3124. 
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PRODUCTION/OPERATIONS MANAGEMENT 


(298.7 


Papers and proposals for symposla, workshops, and tutorials on.issues or prob- 


lems in the P/OM areas are invited. In. addition to the more traditional research 


. topics, the division Is partluclarly Interested In papers which address emerging ` 
problems, interface between P/OM and other functional areas, and In-depth research - 


case analysis. Chan K. Hahn, rtment of Management, owing Green State 
"en Bowling Green, ‘OH (419) 372 2046. 


‘PUBLIC SECTOR 


Papers on management or policy analysis issues ‘in public, quasipublic, and not- 
for-profit sectors are welcome. in addition, studies comparing structural, environ- 
mental, and technological variables for organizations In these sectors versus the 


private ‘sector are pode A $100 prize will be awarded for the best competitive. 
H. Brinton Milward, Department of Management, University. of Kentucky, 


paper. 
Lexington, KY 40506. (606)257-7675. 


SOCIAL ISSUES _ 
: Papers and symposia are Invited on all aspects of corporate Involvement In social 
issues, and the | of extemal soclo-political environment on stra 


tegy 
. and behavior. Preference will be given to papers with: (1) strong theoretical and 
conceptual reasoning; and (2) rigorous empirical ansiysis. Symposia should focus 


- on leading edge emerging Issues. Sessions Involving academic and practitioner. 
. Inputs are encouraged. Awards will De presented to the best research paper and . 
the best doctoral dissertation. S. Prakash Sethi, Department of Management, Ber- `` 


nard Baruch College, City University of New York, 17 Lexington Avenue, New York, 
NY 10010. (212) 725-7131. 


WOMEN IN MANAGEMENT 


Theoretical and empirical papers and symposia’ proposals are Invited which e ex 
Ifferences 


amine significant issues facing women In organizations and/or sex d 

in organizations. The Dorothy Harlow Distinguished Paper Award of $400 and plaque 

- wlll be presented to the best co Xia iy paper advancing knowledge on women 
In management. , Department of Business Administration, 

The Citadel, Charleston, y 29409. (803) 792-6968/5056. 


ENTREPRENEURSHIP 
The Interest group invites submissions of papers and symposia dealing with en- 


' trepreneurship —new ventures, smal! business ement, corporate entrepre- 


neurship, family business, and venture capital. Papers ribing lrical research 
are especially encouraged. John A. Pearce Il, College of Business Administration, 
University of South Carolina, Columbia,. SC 29208. (803) 777-5980. 


R&DITECHNOLOGY/INNOVATION 


-` This interest group. Invites p e Ald pa on all aspects of R&D/Technol- 

ogy/Innovation management. ressing Innovation In various types of or- 
ganizations, technology transfer, R&D personnel, careers and organizations are 
weicorne. Ralph Katz, Northeastem University, 304 Hayden Hail, Boston, MA 02115. 
(617) 437-4724. ' 


RESEARCH METHODS 


The research methods interest group's meeting will be devoted to working 898- 
sions which are Intended to develop its future focus and structure. Proposals for 
‘such working sessions are invited for, but not restricted to, the following areas: 

(1) how we should study organization and management subjects; (2) sociology and 
knowledge; (3) the role of methodology In a research methods Interest group; (4) sci- 


ence, the philosophy of sclence, and the study of managing; and (5) a working: 


session on the design of a governance structure. Ramon Aldag, Graduate Schoo! 
of-Business, University. B sconsin-Madison, Madison, WI 537 (608) 263-3771. 
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Callfornia State University, 
Sacramento 


_ Industrial Relations 

A Multidimensional. View 
Alan M..Glassman, California State 
University, Northridge 


Thomas G. Cummings, University 
_ of Southern California — 


Communicating 
in Business . 


‘Second Edition . 


Norman B. Sigband, University of 
Southern California 

David N. Bateman, Southern lilinols - 
University, Carbondale ; i 


Introduction : 
to Business 


James A. F. Stoner, 
Fordham University 


Edwin G. Dolan, .. ; 
George Mason University 


Choosing the right introductory 
business text isn't a puzzle 
anymore! With Stoner and 
Dolan's new text, all the pieces 
fall into place: authorship, 


. development, and content. 
- 704 pages, illustrated,hard-. 
. bound, with Instructor's - 


Manual, Study Guide, Test ` 


Bank, "Transparency Masters, 


Business Documents, Ácetate 
Transparencies, and Small 
Business Simulation d 


Managerial : 
Communication. 


-> Linda Meu. Micheli, Bentley: College 


Frank V. Cespedes... 

Harvard University - 

Donald Byker, Bain and Company 
Thomas J. C. Haymond, 
Harvard University - 


Statistics for Business 
and Economics. 
Heinz Kohler, Amherst. College | 


For further information write 
Meredith Hellestrae, 
Department SA—AMJ 

1900 East Lake Avenue , - 
Glenview, Illinois 60025  . . 


iu de Scott, Foresman and Company 
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New In ’85 From Prentice- Hall - 
à Management By The Book” - 


HOW TO ORGANIZE AND OPERATE 
A SMALL BUSINESS, Seventh Edition 
; Clifford M, Baumback 


ESSENTIALS OF PUBLIC POLICY 
FOR MANAGEMENT 
Rogene A. Buchholz 


MANAGEMENT RESPONSE TO . 
PUBLIC ISSUES: Seer and Cases 


In Strategy Formulation 3 
. Rogene A. Buchholz, William Evans, 
Robert  Wagley 


PUBLIC RELATIONS PRACTICES: 
Case Studies and 


Managerial 
Probiems, Third Edition 
Allen H. Center, Frank Walsh 


SELF-ASSESSMENT AND CAREER - 

DEVELOPMENT, Second Edition 
James G. Clawson, John P. Kotter, Victor 
Faux, Charles McArthur 


MODERN BUSINESS DECISIONS: 
Richard V. Cotter, David Fritzsche 


EFFECTIVE PUBLIC RELATIONS, 
Sixth Edition 
Scott Cutlip, Allen Center, Glen Broom 


FUNDAMENTALS OF 
ORGANIZATIONAL BEHAVIOR: 


Experiential 
Peter Dawson 


Charles Greene, Everett Adam, Jr., 
Ronald Ebert 


STRATSIM: A Strategic 


Management Simulation 
Roy H. Hinton, Danlel C. Smith 


EXPERIENTIAL EXERCISES FOR 
PERSONNEL ADMINISTRATION 
Robert Howard 


STRATEGIC MANAGEMENT AND . 
Casos 


POLICY: Concepts and 
Robert Justis, Richard Judd, 


David Stephens . 


INTERNATIONAL BUSINESS: 
Environment and Management, 
Second Edition 

Christopher Korth 


SUPERVISORY MANAGEMENT: 


Guidelines for Application 
Robert Lowery 


BUSINESS AND SOCIETY: Economic, 
Moral and Political Foundations 
Thomas Marx 


MANAGING: A Contemporary 
Introduction, Fourth Edition 
Joseph Massie, John Douglas 


WHATEVER IT TAKES: Decision 
Makers At Work 
Morgan McCall, Robert Kaplan 


‘COLLECTIVE BARGAINING BY 


OBJECTIVES: A Positive Approach 
Reed Richardson 


PRODUCTIVE SUPERVISION 
James Riggs 


INTRODUCTION TO LABOR, 


Second Edition 
James W. Robinson, Roger W. Walker 


BUSINESS AND ITS ENVIRONMENT: 
Managing Social impact 
- George Sawyer 


WOMEN IN MANAGEMENT. 
Second Edition 
Betty Ann Stead 


LABOR RELATIONS, Fifth Edition 
Arthur A. Sloane, Fred Winay ` 


IMPROVING LEADERSHIP - 


PERFORMANCE 
' Peter L. Wright, David S. Taylor 


| To request your examination copy(les) for possible classroom adoption, write on your school 
letterhead to: Mr. Richard Hunter, Dept. J-389, Prentice-Hall, Inc., Englewood Cliffs, NJ 07632. 


PB) Prentice-Hall 


December 


1984 Volume 27, Number 4 937 


ys oe “wen POT ES 
et M meni: + owe L 


Ll. -- Ze. LT IUE BOO pm ain ee 94 


ay dal cede imet including a series af detailed case-hisiories, addressed 
anster management skills and techniques from the business 
sector io the N TOT 

304 pp. $22.95 ISBN 0-03-068776-4 


xxl mU ME os vasa 


„Mr. Rankin looks at the entire history ot magazines in this country in his well- 
bined and tens die. pb oru The New York Times 
208 po. 1984 ISBN 0-03-068921-X 
CORPORATE 


TRAGEDIES 
Product ; , and Other Catastropnes 
fant Mito and Botph M. 


The recent Tysenol nightmare illustrates one type of tragedy faced by 

Mess THE eno Cer aI te ee ee ced by 
governmental, industrial, educational. and health care organizations. 
EET i aes NAM 


$23.95 ISBN 0-03-064104-7 
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Robert Kreitner, Arizona State University 


667 e cloth * Understanding 
Management (etudy guide) * Instructor's 
Resource Manual * Test Bank 
MANAGE: A Computerized Test 

ion. * 1983 


Kreitner discusses ail important m man- 
topics within a modern func- 

tional format. Comprehensive coverage 

Morus full D on the ME 

ment of management, 

change and organizational de val development 


xoa air ation, social 
bili Pale aca mns Sen 

undreds of examples from the real 
business world bring management con- 


itner package an effec- 
tive, efficient learning 21d teaching tool 


T cIV: 
A ent Simulation 
Third on 


Charies R. Scott, Jr., and 
Strickland 


Both of Ü 
Both of niversity of Alabama 


82 perforated e Instructor's 
Mel ane Center Manual 
Computer Tape * VisiCalc Disk » * 1984 


Manager: A Simulation 
Jerald R. Smith, University of Louisville 


p pes * paper * Instructors Manual 
Essentials of Business Statistics 


497 e cloth « Study Guide 
ticles Resource Man 


Manual * Computerized Test Bank 
Computerized Data Base * 1984 


] Computeri 


ual * Solutions . 


December 


Reece, Virginia Polytechnic 
; rac ira and State ae 
Rhonda Brandt 


o oa * cloth * Instructor's Manual 


eod dnd od 1 

c Concepts and Methodology 

Third Edition 

Botha W. Daniel and James C. Terrell 
of Georgia State University 

700 pages * cloth * Study Guide 

Instructor's Resource ual « Solutions 

Manual * Computerized Test Pr 

Data Base * 1983 


Statistical Analysis for 

Business Decisions 

Gary E. Meek, University of Akron 
Stephen J. Turner, Babson College 
ier “cloth « Instructor’s Manual 


Business Forecstins 


‘Second Edition 


Charles W. Gross 

Illinois Institute of Technology 

Robin T. Peterson 

New Mexico State University 
a * cloth * Instructor's Manual 


Contemporary Government and 
Business Relations, Second Edition 
Martin C. Schnitzer, Virginia Polytechnic 
Institute and State University 

539 pages e cloth * 1983 


consideration, request examination 
For adoption con regional Houghton Mifflin office. 


AÌ Houghton Mifflin 
TX 
bin RUM d ep a 


60134 
, NJ 08525 
94304 


1984 .- 
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The Dryden Press 


.The Best Edge i in Management 


NEW F OR 1984 


Normen Gaither, Texas A & M University 


Modern Human Neon et Work . 


pee 
' Robert Albanese; Texas A & M University 
David D. Via A EM - 


. University 


Arthur G. Bedelan, Auburn University 
“+ Wiliam F. SE UNT MC 


Arthur G. Bedeian, Auburn University - 
aa Ghseck, University of Georgia 


—ÓÓ 


local Dryden Press sales representative or write to: 





niversy — 
"Bal A- Con, Unbesky of North Fre. 


Henry A. 

University at Hayward. 

Business Research Methods. z 
Witam G. OE OM ee 
University. 


Theories of | 


John B. Miner, Gorgia Senter 


.. John B. Miner, ere University 


Strategic Management 
Frank T. Paine, University of Maryland at 


College Park 
Cart R. Anderson, University af North 
Carolina at Chapel Hitt ae 


Strategy and Policy: 


Organizational 

' Text.& Cases Third Edition 

‘Frank T. Paine; University of Maryland at ' 
Park 20S 


Applications 
August W. Smith, Texas A & M University 


_ Understanding Personnel 


Management 
Thomas H. Stone, University of lowa 
Editorial comepondence should be sent w: 


ANNE E. SMITH 
Associate Publisher: 
The Dryden Press 


Hinsdale, 160521 | 


+ 
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Announcing... 


| '85 Management Texts 
From South-Western 


MANAGEMENT & ORGANIZATION, Fifth Eon, 





J. Clifton Williams ; 

` Baylor University 

Andrew J. DuBrin- 

Rochester Institute of Technology 
‘Henry L. Sisk . 

North. Texas State: University 


STRATEGY, POLICY, AND CENTRAL MANAGEMENT, 
‘Ninth Edition .. 


|... Willlam.H. Newman 


Columbia University 


James P. zy dB 
. University of Arizona 


W. Harvey H 
Indiana University 


INTERNATIONAL BUSINESS 
_ Martin: Schnitzer. | 
Virginia Polytechnic and State University” 
ad Liebrenz . 
oorge Washington University 
S idus Kubin ` 
- Virginia. Polytechnic and State University _ 


/, SUPERVISORY MANAGEMENT: The Art of. 
a aoa With And Through People | 


Mosloy 
Leon C.:Megginson 
Paul H. Pietri. 
University. of South Alabama: 
South-Western has the text for your management Prora: 
X. . Send for your exam copies today! 


COLLEGE DIVISION 
SOUTH-WESTERN PUBLISHING CO. 


TL MESE UAM DAE PIER ee ne tut puis 
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Z MANAGEMENT = = 


“New Texts for 1985 - 





! n Randolph 


UNDERSTANDING AND MANAGING E 
ORGANIZATIONAL BEHAVIOR: i | 
A Developmental Perspective 


Catt & Miller =- . 
^ . SUPERVISORY MANAGEMENT 
AND. COMMUNICATION 


Lewicki & Litterer 


NEGOT IATION: — and Casos A 


Lowicki & Litterer ` 


THE DYNAMICS OF BARGAINING 


Stevenson, Grousbeck & Roberts 
NEW BUSINESS VENTURES AND - 
THE ENTREPRENEUR, Second Edition 


Sathe 
MANAGERIAL ACTION AND CORPORATE 
CULTURE: Text, Cases, and Readings on How to: 
Understand, Enter, Operate Within, ‘and Change | 
Culture and Related Corporate Realities 


Chandler & Tedlow — ` | 
THE COMING OF CAPITALISM: A Casebook 
-on the History of American Economic Institutions 


Cummings & Frost 
PUBLISHING IN THE 
ORGANIZATIONAL SCIENCES 


Examination — for adoption consideration available on aded: 
= aes indicate course title and text presently used. 


Richard D. Irwin, Inc. Homewood, Minois 60430 - 


1984 


aw m “ay ^ : 


Volume 27, Number 4 


A Real Experience 





in Management 


Management, Fifth Edition - 


. Theo Halmann, St. Louis University. - 


William G. Scott 
University of Washington 
Patrick E. Connor. ` 
Willamette University 


About.640 pages e cloth e Study 
Guide by Douglas B. Simpson, 
California State University, Fresno 
Instructors Manual e Test Banks 
Cornputer-Assisted Test Preparation 


Program e December 1984 


Renowned for its easy-to-read, con- 
versational style and solid, well- 
organized content, the Haimann/ 
Scott/Connor text integrates the tra- 
ditional functional approach to 


ments in the contingency approach, ` 
. systems theory, and ihe. behavioral | 
sciences. l 
For the Fifth Edition, the authors 
have greatly increased the number 
of examples that show how man- 
agement theories and concepts 
apply in the real business world. 


X Excerpts from a variety of pertodi- 


cals—set off in boxed inserts— 


- describe issues that illustrate and 


clarify material in the text, while 


. new end-óf-chapter cases demon- 


strate how well-known organiza- 
tions apply the chapter's concepts 
in solving thelr problems. New 
chapters. deal with international 


. management and careers in ` 


management with current GOYBIOp: management 
Also of Interest 
Business Strategy and Policy - Micromatic 
Garry D. Smith and Danny R. Arnold Alonzo J. Strickland 
Both of Mississippi State University University of Alabama 
BG. Bizzell . Timothy W. Scott 
Stephen F. Austin State University Mankato State University 
About 750 pages * cloth « instructor's ‘Player's Manual e Instructor's Manual 
Manual e December 1984 . Four Microcomputer Diskettes 
A major new text/casebook for the cap- December 1984 * 


. Stone course in business policy ànd stra- 


tegic management. Organized accord- 
Ing to the strategic management frame- 
work, the text portion features unusually 
complete coverage of strategy selec- 
tion, implementation; and control.  . 

A selection of 37 cases—not found in 
other books—provides an appropriate. 
mix of issues confronting weli-known 
organizations of different types. Many 
cases incorporate data collected as 
recently as 1983. Both cases and text 
integrate international material 
throughout. 


- MICROMATIC—the micocompilertarsd 


management simulation for the cap- 
stone course in business policy-defs 
students participate in operating a firm 
in a competitive environment. 

Easy to use and extensively class. 
tested, MICROMATIC is compatible: with : 
IBM* and Apple® microcomputers. ` 


For adoption consideration, request examination 
copies from your regional Houghton Mifflin office. 


4X, Houghton Mifflin 


13400 Midway Rd., Dallas, TX 75244-6165 
1800 So. Batavia Ave., Geneva, IL 60134 
Pennington-Hopewell Rd., Hopewell, NJ 08525 
777 California Ave., Polo Alto, CA 84304 


Academy of Management Journal . December 
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Ir you want uiii and 
comprehensive Information, E^ 








ACCOUNTING NA 


West's Federal Taxation: T TENES 1985 Annual Edition 
William H. Hoffman and Eugene Willis 

Instructor's Guide ¢ Solutions Manual * Study Guide Tax Forms Package « Master Tax 
Software + Master Tax User's Guide, 


West's Federal Taxation: Corporations, Partnerships, Estates and Trusts, 1985 
Annual Edition | 

William H. Hoffman and Eugene Willis 

Instructor's Guide © Solutions Manual e Study Guide « Tax T" 


West's Federal Taxation: Comprehensive Volume, 1885 Edition 

William H. Hoffman and Eugene Willis 
Instructor's Guide « Solutions Manual $ Study Guide s Tax Forma Package Master Tax 
Software * Master Tax User's Guide. 


SEM OD UON to Taxation: A Decision-Making Approach 1886 
ames E, Parker 
5 Solutions Manual « Test Bank e Study Guide e TBM and Apple microcomputer software f 
available for Lotus 1-2-3, SuperCale, and VisiCale. 


Tax ts for Decision 


^ William A. and James E. Parker . 


vacan Manual ¢ IBM and Apple software available for Lotus 1-2-8, SuperCalc, and 


The Use of uters in Financial Accounting 
Sam A. Hicks and. V. Baftner : 
imtructor'a/olutions Manual *IBM- Lotus 1-2-3 and SuperCalc hae 
` The Use of in Managerial Accounting 
Sam A. Hicks and V. Saftner 
 Instructor's/Solutions Manual ¢ IBM Lotus 1- ER MM CURDNCNE QNO ae 


Solutions Manual e Test Bank. 


"BUSINESS LAW 


Smith and Roberson’s Business Law UCC, Sixth Edition - 
' Len Young Smith, G. Gale Roberson, Richard A , Mann, and Barry 8. Roberts 
E UM . Tu Bank * Study Guide * Transparency Masters . MicroTeat/ 


Tie Vag i Eivin neni St Buinen, Seca Haitian 
Roger E.. Meiners and Al H. Ringleb 
Instructor's Manual © Study Guide. 


QUANTITATIVE METHODS | 


Introduction to Managemon l 
David R. Anderson, Dennis J. Sweeney, and Thomas A. Williams 
Instructor's Manual e Test Bank è Study Guide e Transparency Masters. 


a 


pi. 
* LJ 
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Then you should consider - 
West's 1985 business texts. 








MANAGEMENT 


Organizational Development and 
Edgar F. Huse (deceased) and Thomas G. Cummings 
Instructor’s Manual with Text Bank. 


ECONOMICS 


Economics of Public Policy: The Micro View, Third Edition 
John C. Goodman and Edwin G. Dolan 
Instructor's Manual. 


Recently Published: 


Cost Accounting: Concepts and Techniques for icc 
Larry Killough and Wayne Leininger 
Instructor's/Solution Manual * Study Guide. 


Instructor's Manual © Test Bank e Study Guide e Transparency Masters. 


West's Business Law: Alternate UCC Comprehensive Edition 
Gaylord A. Jentz, Kenneth W. Clarkson, and Roger LeRoy Miller 
Instructor's Manual ¢ Solutions Manual è Test Bank • Study Guide * MicroTest/WESTEST I 


` © West's Book of Legal Forms. 


Applied Production and Operations Management 
James R. Evans, David R. Anderson, Dennis J. Sweeney, and Thomas A. iios 


Instructors Manual e Test Bank e Transparency Masters. - 
` Contemporary Financial Management, Second Edition 


R. Charles Moyer, James R. McGuigan, and William J. Kretlow 


. Instructor's/Solution Manual e Test Bank e Study Guide Transparency Masters e MicroTest/ 
WESTEST IL. | 


50 West Kellogg Boulevard 
P.O. Hox 64526 : 
St. Paul, MN 55164-0626 a 


Be sure to visit the West booth! 

For further text information, call our toll-free service number, 

1-800-378-9424. 
i WEST PUBLISHING COMPANY ] F 
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Innovative answers 
for today's courses 
in business and 
management — 


A unique new text that integrates — 
human resource management 
and industrial relations from a 


This is the first text to offer a consistently 


perspective while providing an- ^ - 


strategic 
integrated approach to human resource 
ent, industrial relations, and 


. public. policy. While effectively addressing 
“the needs of majors in these areas, it also 


provides an informative introduction to _ 
the field for all business management - 
students. Building on industrial relations . 
theory and research, the authors apply a 
govemance approach to the management 
task. Throughout, they stress the need. 
to understand human resource 
ment not only from the. managers view- - 
point, but also from those of employees; 
labor organizations, and society. In addi-. 
tion, they address the significant changes 


- in today’s workplace. This is the only book 


avaliable that needs no supplements — ` 
the authors astute textual material illumi- 
nates thelr wide range of readings and 


comprehensive case studies throughout. - 


3:500798/cloth/600 pages/with instruc- 
tors Manua! 
Available for examination in February! 


from Little, Brown 


Academy of Management Journal ` 


` December 





A new concept in simulation game 
ce for introductory business 
and management courses. 


This new courseware supplement offers 
a uniquely effective way to encourage 
student learning and interest. A flexible, 
easy interactive simulation 


| -to-operate, 
game, it integrates all of the major busi- 


ness disciplines with economic decisions 
using current economic variables. The 
game is established within a time frame 
of 12 decision periods that grow in com- 
plexity as the student grows in under- 


student has direct access to information 
and is responsible for inputting all data 
and securing all output. The Instructor's 
Disk and Manual allow the instructor total 
administrative control in inputting and 
updating actual current data, choosing 
among game-playing options, en 
students with additional documenta- 

tion, ux CONTE ROMAN AM 
group progress. 


Instructors Disk with Instructors 
Manual and Student Manual available 
for the Apple? Il/lic/ile/ll Plus and 
IBM* PC/PC XT 

#574031 Apple Demo Package/ 





-#574058 IBM Demo Package — -. 
Demonstration packages available 


for examination in January! 


College Division ° 34 Beacon Street, 
Boston, Massachusetts 02106 


Volume 27, Number: 4. - 





"READINGS IN ORGANIZATIONS, sith Ed. SUCCESSFUL SMALL BUSINESS —. 


Glueck, Milkovich MANAGEMENT, 4th Ed. 


PERSONNEL, 4th Ed. . e Turban, Meredith 
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MCINTIRE.  CÓLGATE DARDEN. 
Schoo! of Commer ce. Graduate School of Busiriess - 
` University of Virginia. University of Virginia a: 
“Charlottesville, VA 22903. Charlottesville, VA 22906 


University of Virginia / Charlottesville / June 11-14 
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ENA pice a a Louis E. Boone/David L. Kurtz. 
NEW for J985... PRINCIPLES OF MANAGEMENT, 2/e, (BÀ) 
M James B. Di] worth 


PRODUCTION 
AND OPERATIONS MANAGEMENT, Xe, (E3) 


W W. Jack Duncan 

MANAGEMENT: Progressive i 
SUPERVISION in Administration (83) 

M Saul W. Gellerman x das 
Bahan = 2H CASES AND PROBLEMS 
uii FOR DECISIONS IN MANAGEMENT Us. 

"oem Norbert Elbert/Richard Discenza M James M. Higgins 

x HUMAN RELATIONS CONCEPTS AND SKILLS (83) 


M Milton Leontiades 
POLICY, STRATEGY, AND IMPLEMENTATION: 
Strategic ` Readings and Cases (83) 
P binning | Ee M R. Wayne Mondy/Jerry M. DeHay/ 
^ i Arthur D. Sha 
John K. Ryans, Jr. SUPERVISION (83) 


William L. Shanklin W S. Benjamin Prasad 
STRATEGIC PLANNING: POLICY, STRATEGY, & IMPLEMENTATION: 
Concepts and Implementation, Text, Text and Cases with a Global View (83) 


@ Thomas F. Pray/Daniel R. Strang 
DECIDE: A Computer Based Decision Game (81) 


BM Thomas F. Pra el R. Strang 
DECIDE P/OM GAME: 
A Computerized POM Simulation (84) 
M David J. Rachman/Michael H. Mescon 
BUSINESS TODAY, Ve, (84) 


m Marc J. Wallace, Jr./N. Frederic CrandalU 
Charles H. Fay 
ADMINISTERING HUMAN RESOURCES: 
An Introduction to the Profession (82) 


W Kenneth Wheeler/Marc J. Miner Jef 


- 


